FINDINGS OF THE HILLSBORO
INDEPENDENT SCHOOL DISTRICT BOARD
OF TRUSTEES
UNDER THE
TEXAS ECONOMIC DEVELOPMENT ACT
ON THE
APPLICATION SUBMITTED
BY
IKO SOUTHWEST INC. (#1006)

November 10, 2014




FINDINGS
OF THE
HILLSBORO INDEPENDENT
SCHOOL DISTRICT BOARD OF TRUSTEES
UNDER THE
TEXAS ECONOMIC DEVELOPMENT ACT
ON THE APPLICATION SUBMITTED BY
IKO SOUTHWEST INC. (#1006)

NOVEMBER 10, 2014



FINDINGS OF THE HILLSBORO INDEPENDENT
SCHOOL DISTRICT BOARD OF TRUSTEES UNDER THE
TEXAS ECONOMIC DEVELOPMENT ACT
ON THE APPLICATION SUBMITTED BY

IKO SOUTHWEST INC.(#10006)

STATE OF TEXAS s

COUNTY OF HILL §

On the 10™ day of November, 2014, a public meeting of the Board of Trustees of
the Hillsboro Independent School District (“District”) was held. The meeting was duly
posted in accordance with the provisions of the Texas Open Meetings Act, Chapter 551,
Texas Government Code. At the meeting, the Board of Trustees took up and considered
the application of IKO Southwest Inc. (“Applicant™) for an Appraised Value Limitation on
Qualified Property, pursuant to Chapter 313 of the Texas Tax Code. The Board of Trustees
solicited input into its deliberations on the Application from interested parties within the
District. After hearing presentations from the District’s administrative staff, and from
consultants retained by the District to advise the Board in this matter, the Board of Trustees
makes the following findings with respect to application from Applicant, and the economic
impact of that application:

On April 22, 2014, the Superintendent of the District, acting as agent of the Board
of Trustees, and the Texas Comptroller of Public Accounts (“Comptroller”) received an
Application from Applicant for an Appraised Value Limitation on Qualified Property,
pursuant to Chapter 313 of the Texas Tax Code. The application was determined complete
by the Comptroller on June 11, 2014. A copy of the Application 1s attached as Attachment
A.

The Applicant, (Texas Taxpayer 1d. 10206360074), is an entity subject to Chapter
171, Texas Tax Code, and is certified to be an active franchise tax payer by the

Comptroller. See Attachment B,
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The Board of Trustees acknowledged receipt of the Application, along with the
requisite application fee, established pursuant to Texas Tax Code § 313.025(a)(1) and
Local District Policy,

The Application was delivered to the Comptroller for review pursuant to Texas Tax
Code § 313.025(d). A copy of the Application was delivered to the Hill Appraisal District
for review pursuant to 34 Tex. Admin. Code § 9.1054.

The Application was reviewed by the Comptroller pursuant to Texas Tax Code
§313.026, and a Comptroller Certificate was issued on March 6, 2014 in which the
Comptroller has determined that: 1) the property meets the requirements of Section
313.024 for eligibility for a limitation on appraised values; 2), the proposed project is
reasonably likely to generate tax revenue in an amount sufficient to offset the school district
maintenance and operations ad valorem tax revenue lost as a result of the agreement before
the 25" anniversary of the beginning of the limitation period; and, 3) the limitation on
appraised value is a determining factor in the applicant’s decision to invest capital and
construct the project in this state. A copy of the Certificate is attached to the findings as
Attachment C.

The Board of Trustees also directed that a specific financial analysis be conducted
of the impact of the proposed value limitation on the finances of District. A copy of the
report prepared by Moak, Casey & Associates, Inc. is attached to these findings as
Attachment D.

The Board of Trustees has confirmed that the taxable value of property in the
District for the preceding tax year, as determined under Subchapter M, Chapter 403,
Government Code, is as stated in Attachment E.

The Texas Education Agency has evaluated the impact of the project on the
District’s facilities. TEA’s determination is attached to these findings as Attachment F.

After receipt of the Application, the District entered into negotiations with
Applicant, over the specific language to be included in the Agreement for an Appraised
Value Limitation on Qualified Property, pursuant to Chapter 313 of the Texas Tax Code,
including appropriate revenue protection provisions for the District. The parties were able
to agree upon language for inclusion into a draft agreement pursuant to Texas Tax Code

§313.027. Some of the terms agreed to by the parties were at variance with specific
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language contained in Comptroller Form 50-286. Such changes were submitted to the
Texas Comptroller for review pursuant to 34 Tex. Admin. Code §9.1055(e)(1). The
proposed changes were rejected because of the variance from the Comptroller Form 50-
286. At the specific direction of the Comptroller’s Office, the parties used the template
Texas Economic Development Agreement, As required by the Comptroller’s Office, the
parties changed only the provisions of the template that the Comptroller permitted. The
proposed Agreement is attached to these findings as Attachment G. In November, 2014,
the Texas Comptroller’s Office announced its intention to modify Comptroller Form 50-
286 and to permit amendments to existing agreements including the agreement for which

these Findings are being made.
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After review of the Comptroller’s Certificate and economic analysis, and in consideration

of its own studies the Board finds:

Board Finding Number 1.

The Board finds that the property meets the requirements of §313.024
for eligibility for a limitation on appraised valued.

In support of Finding 1, the Application indicates that:
IKO Southwest Inc. (IKO) is requesting an appraised value limitation from
Hillsboro Independent School District (ISD) for their proposed state-of-the-art
world class factory to manufacture asphalt roofing shingles (the “Project™), in
Hillsboro, TX.

Property that is used for manufacturing satisfies the requirements of §313.024(b)(1).

Board Finding Number 2.

The project proposed by the applicant is reasonably likely to generate,
before the 25th anniversary of the beginning of the limitation period,
tax revenue, including state tax revenue, school district maintenance
and operations ad valorem tax revenue attributable to the project, and
any other tax revenue attributable to the effect of the project on the
economy of the state, in an amount sufficient to offset the school district
maintenance and operations ad valorem tax revenue lost as a result of
the agreement.

In support of Finding 2, the economic impact evaluation Attachment B states:

This represents the Comptroller’s determination that IKO Southwest Ine. (project)
is reasonably likely to generate, before the 25th anniversary of the beginning of the
limitation period, tax revenue in an amount sufficient to offset the school district
maintenance and operations ad valorem tax revenue lost as a result of the
agreement. This evaluation is based on an analysis of the estimated M&O portion
of the school district property tax levy directly related to this project, using

estimated taxable values provided in the application.
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Estimated ISD M&0O

Estimated ISD M&O

Estimated ISD M&0O
Tax Levy Loss as

Estimated I1SD M&0O
Tax Levy Loss as

levy loss as a result of the limitation agreement?

Tax Year | Tax Levy Generated | Tax Levy Generated
= Result of Agreement | Result of Agreement
(Annual) (Cumulative) ;
(Annual) {Cumulative)
Limitation e 50 B i 5
SRR 2015 $5,750 $5,750 30 $0
2016 $281,750 $287,500 S0 S0
2017 $230,000 $517,500 $673,354 $673,354
2018 $230,000 $747,500 $647,026 $1,320,380
2019 $230,000 $977,500 $621,486 $1,941,866
2020 $230,000 $1,207,500 $596,709 42,538,575
Limitation Period| 2021 $230,000 $1,437,500 $572,598 $3,111,172
(10 Years) 2022 $230,000 51,667,500 $549,210 $3,660,382
2023 $230,000 $1,897,500 $526,523 54,186,905
2024 $230,000 $2,127,500 $504,518 54,691,423
2025 $230,000 $2,357,500 $483,172 55,174,595
2026 $230,000 $2,587,500 $462,467 55,637,062
2027 $672,383 $3,259,883 $0 $5,637,062
Maintain Viable | 2028 $652,901 $3,912,784 S0 $5,637,062
Presence 2029 $634,004 54,546,789 S0 55,637,062
(5 Years) 2030 $615,674 $5,162,463 S0 55,637,062
2031 $597,894 $5,760,357 S0 $5,637,062
2032 $580,647 $6,341,004 $0 $5,637,062
2033 $563,918 $6,904,922 S0 $5,637,062
2034 $547,690 $7,452,612 S0 $5,637,062
Additional Years | 2035 $531,950 $7,984,562 S0 $5,637,062
as Required by 2036 5516,681 $8,501,243 S0 $5,637,062
313.026(c)(1) 2037 $501,871 $9,003,114 S0 $5,637,062
(10 Years) 2038 $487,505 $9,490,618 S0 $5,637,062
2039 $473,569 59,964,188 S0 $5,637,062
2040 $460,052 $10,424,240 S0 $5,637,062
2041 $446,941 $10,871,181 S0 $5,637,062
510,871,181 is greater than $5,637,062
Analysis Summary
Is the project reasonably likely to generate tax revenue in an amount sufficient to offset the M&O Ves

Source: CPA, IKO Southwest, Inc.

Disclaimer: This examination is based on information from the application submitted to the school district and
forwarded to the comptroller. It is intended to meet the statutory requirement of Chapter 313 of the Tax Code and is
not intended for any other purpose.
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Board Finding Number 3.

The limitation on appraised value is a determining factor in the
applicant's decision to invest capital and construct the project in this
state.

In support of Finding 3, the economic impact evaluation Attachment C states:

The Comptroller determined that the limitation on appraised value is a determining

factor in the IKO Southwest Inc.’s decision to invest capital and construct the project

in this state. This is based on the information available, including information provided

by the applicant. Specifically, the comptroller notes the following:

According to the company they are looking to expand their market share in the
US and have been offered extensive incentives totaling approximately $18
million to build the new factory in Hugo, Oklahoma.

The applicant just finished construction of a plant in Alabama and has three
other asphalt shingle plants in the US, four in Canada and two in Europe, The
Hillsboro factory would be the company’s fifth manufacturing factory in the
US. They have the ability to invest, locate and develop new manufacturing
factories in numerous locations throughout the United States, Canada and
Europe.

The applicant has a Tax Code 312 agreement with Hill College and seeking Tax
Code 312 agreements with the City of Hillsboro and Hill County.

The applicant is also seeking an incentive from the Texas Enterprise Fund,
The applicant does not indicate in the application if the limitation on appraised

value is a determining factor.
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Board Finding Number 4.

The Board finds that the Application Fee received for the Application
for which these Findings are being made was reasonable and only in
such an amount as was necessary to cover the District’s costs of
processing such Application.

Board Finding Number 5.

Based upon the information provided in the Application and in the
Comptroller’s Certificate package, the Board finds that that the
number of jobs to be created and the wages to be paid comply with the
requirements of statute. And, the Board finds that the Chapter 313 Tax
Limitation Agreement (Attachment G), in accordance with
Comptroller’s Form 50-286, contains all required provisions and
information related to the required job creation requirements, to wit:
the provisions set forth in Subsections 9.1C&D of said Agreement.

The Applicant has committed to creating 25 new qualifying jobs. The average salary level
of qualifying jobs will be at least $42,000 per year. The review of the application by the
State Comptroller’s Office indicated that this amount—based on Texas Workforce
Commission data—complies with the requirement that qualifying jobs must pay 110
percent of the county average manufacturing wage. As defined in Section 313.021 of the
Tax Code, "Qualifying job" means a permanent full-time job that:

(A) requires at least 1,600 hours of work a year;

(B) is not transferred from one area in this state to another area in this state;

(C) is not created to replace a previous employee;

(D) is covered by a group health benefit plan for which the business offers to pay
at least 80 percent of the premiums or other charges assessed for employee-
only coverage under the plan, regardless of whether an employee may
voluntarily waive the coverage; and

(E) pays at least 110 percent of the county average weekly wage for manufacturing

jobs in the county where the job is located.
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Board Finding Number 6.

The average salary level for non-qualifying jobs must be at least
$34,502 per year, which is the average weekly wage for all jobs in the
county where the non-qualifying jobs are located.

For any non-qualifying job the Applicant creates, the Applicant must pay at least the county

average wage for all jobs in the county,

Board Finding Number 7.

The revenue gains that will be realized by the school district if the
Application is approved will be significant in the long-term, with
special reference to revenues used for supporting school district debt.

In support of this finding, the analysis prepared by Moak, Casey & Associates projects
that the project would initially add $78 million to the tax base for debt service purposes at
the peak investment level for the 2017-18 school year. The project remains fully taxable
for debt services taxes, with the District levying a $0.26 per $100 1&S rate.

Under the estimates presented in the school finance analysis, HISD should see a boost in 1&S
tax collections in the 2017-18 school year, which is the peak valuation year under the
schedule included in the application. Even with that additional value, however, it appears
that HISD will have a state taxable value per ADA that falls slightly below the equivalent
$350,000 per ADA guarantee under the state facilities programs (Instructional Facilities
Allotment and Existing Debt Allotment). Since the underlying tax base was held static for
the purposes of analyzing the impact of the value limitation, a combination of underlying tax
base growth and the 1KO Southwest project could generate a long-term net benefit for HISD

taxpayers in terms of addressing the District’s debt needs.

Board Finding Number 8.

The effect of the applicant’s proposal, if approved, on the number or
size of needed school district instructional facilities is not expected to
increase the District’s facility needs, with current trends suggest little
underlying enrollment growth based on the impact of the project.

The summary of financial impact prepared by Moak, Casey & Associates, Inc., indicates

that there will be little to no impact on school facilities created by the new manufacturing
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project. This finding is confirmed by the TEA evaluation of this project’s impact on the

number and size of school facilities in the District as stated in Attachment F.

Board Finding Number 9.

The Board finds that with the adoption of District Policy CCG (Local),
implemented in conformance with both Comptroller and Texas
Education Agency Rules governing Chapter 313 Agreements, it has
developed a process to verify, either directly or through its consultants,
the accuracy and completeness of information in annual eligibility
reports and biennial progress reports regarding (1) the reported
number of jobs created and (2) the reported amount invested in the

property.

Board Finding Number 10.

The Board of Trustees hired consultants to review and verify the
information in the Application. Based upon the consultants’ review, the
Board has determined that the information provided by the Applicant
is true and correct.

The Board has developed a written policy CCG (Local) which requires, upon the filing of
an Application under Tax Code Chapter 313, the retention of consultants in order to verify:
(1) that Applicant’s information contained in the Application as to existing facts is true and
correct; (2) that Applicant’s information contained in the Application with respect to
projections of future events are commercially reasonable and within the ability of
Applicant to execute; (3) that information related to job creation is commercially
reasonable and within the ability of Applicant to execute; (4) that Applicant’s
representations concerning and economic incentives being offered, if any, and (2) the

proposed project meets eligibility requirements.

As a part of its verification process the Board notes that the Chapter 313 Application for
which these Findings are being made has been submitted by Applicant under oath. Chapter
313 Applications are governmental records under Tex. Penal Code § 37.01(2)(A); as a
result, all statements contained therein are representations of fact within the meaning of
Tex. Penal Code § 37.01(3). Since Board action upon the adoption of these Findings and
the approval of the Chapter 313 Tax Limitation Agreement (Attachment G) is an “official
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proceeding,” a false statement on a Chapter 313 application constitutes perjury under Tex.

Penal Code § 37.03.

The Board finds that sworn statements are routinely used as an acceptable verification
method for reliance by fact finders in each of the three separate branches of government,

including trials.

The consultants have prepared signed statements that the consultants have reviewed and
verified the contents of the Application and have determined that the current statements of
fact contained in the Application are true and correct. The Board finds that reliance by the
Board and its consultants upon verified statements of the Applicant, especially as to
Applicant’s future intentions which cannot be objectively verified is reasonable and within

the intent of Chapter 313, Texas Tax Code.

Board Finding Number 11.
The Board of Trustees has determined that the Tax Limitation Amount
requested by Applicant is currently Twenty Million Dollars, which is
consistent with the minimum values currently set out by Tax Code, §
313.054(a).
The Board finds that the Chapter 313 Tax Limitation Agreement (Attachment G), in
accordance with Comptroller’s Form 50-286, contains all required provisions and
information related to the required investment amount, to wit: the amount set forth in
Section 2.4B of said Agreement. According to the Texas Comptroller of Public Accounts’
School and Appraisal Districts' Property Value Study 2013 Final Findings made under
Subchapter M, Chapter 403, Government Code for the preceding tax year, Attachment F,
the total 2013 industrial value for the District is $42.1 million. The District is categorized
as Subchapter C, which applies only to a school district that has territory in a strategic
investment area, as defined under Subchapter O, Chapter 171, Tax Code or in a county: (1)
that has a population of less than 50,000 and (2) in which, from 1990 to 2000, according
to the federal decennial census, the population: (A) remained the same; (B) decreased; or
(C) increased, but at a rate of not more than three percent per annum. The District is

classified as a “rural” district due to its population characteristics. Given that the value of
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industrial property in the District is more than $1 million but less than $90 million, it is
classified as a Category 1l district which can offer a minimum value limitation of $20

million.

Board Finding Number 12.

The Board finds that the Chapter 313 Tax Limitation Agreement
(Attachment G), in accordance with Comptroller’s Form 50-286,
contains all required provisions and information related to the
required investment amount, to wit: the amount set forth in Section
2.4B of said Agreement.

Board Finding Number 13.

The Applicant (Taxpayer Id. 10206360074) is eligible for the limitation

on appraised value of qualified property as specified in the Agreement

as an active franchise-tax paying entity.
The Applicant, (Texas Taxpayer Id. 10206360074), is an entity subject to Chapter 171,
Texas Tax Code, and is certified to be an active franchise tax payer by the Comptroller,
See Attachment B. The Board also finds that the Chapter 313 Tax Limitation Agreement
(Attachment G), in accordance with Comptroller’s Form 50-286 contains all required
provisions necessary for the Board to assess the eligibility of any business to which an
agreement is transferred, to wit: the requirement that all assignments are amendments to

the provision forth in Section 10.4 of said Agreement.

Board Finding Number 14.

The project will be located within an area that is currently designated
as a reinvestment zone, pursuant to Chapter 312 of the Texas Tax Code.
Should it be required, the District will cooperate with the Applicant
and ensuring that the area remains designated as a reinvestment zone
through the Final Termination Date of the Agreement.

Board Finding Number 15.

The Agreement for an Appraised Value Limitation on Qualified
Property, pursuant to Chapter 313 of the Texas Tax Code, attached
hereto as Attachment G, includes adequate and appropriate revenue
protection provisions for the District.
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In support of this finding, the report of Moak, Casey & Associates, Inc. shows that the
District will incur a revenue loss in the first year that the value limitation is in effect without
the proposed Agreement. However, with this Agreement, the negative consequences of
granting the value limitation are offset through the revenue protection provisions agreed to
by the Applicant and the District, Revenue protection measures are in place for the duration

of the Agreement.

Board Finding Number 16.

The Board finds that the methodology and processes for determining
Applicant’s revenue protection payments as are set forth in Article IV of the
Chapter 313 Tax Limitation Agreement (Attachment G) comply with Texas
Tax Code, Chapter 313.

Board Finding Number 17.

The Board finds that the Chapter 313 Tax Limitation Agreement
(Attachment G), in accordance with Comptroller’s Form 50-286
contains all required provisions necessary for the Board to assess
performance standards and to require periodic deliverables that will
enable it to hold businesses accountable for achieving desired results,
to wit: the reporting requirements set forth in Article VIII of said
Agreement.

Board Finding Number 18.

The Agreement for an Appraised Value Limitation on Qualified
Property, pursuant to Chapter 313 of the Texas Tax Code, attached
hereto as Attachment G, is in the form of the template Texas Economic
Development Act adopted by the Comptroller. Should a new template
be adopted that corrects the broken cross references, clarifies wording
and grammatical errors, and corrects contractual ambiguities not
acceptable to either party, the Board finds that it would be in the
District’s best interest to agree to amend the Agreement.

Board Finding Number 19.

The Board finds that there are no conflicts of interest at the time of
considering the agreement.
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The Board finds that with the adoption of District Policies BBFA and BBEB, both (Legal)
and (Local), that it has taken appropriate action to ensure that all District Trustees, have
disclosed any potential conflicts of interest, ant that such disclosures will be made if any
conflict of interest arises in the future, in compliance with the requirements of Texas Local

Gov't Code §171.004.

The Board finds that with the adoption of District Policies DBD, DGA, and DH BBFB,
both (Legal) and (Local) that it has taken appropriate action to ensure that all District
employees and/or consultants, have disclosed any potential conflicts of interest, ant that
such disclosures will be mad if any conflict of interest arises in the future, in compliance

with the requirements of Texas Local Gov't Code §171.004.

The Board finds that that no non-disclosed conflicts of interest exist as to the Application
for which these Findings are being made, as of the time of action on these Findings. In
addition, Hillsboro ISD should ensure that disclosure occurs at the meeting at which the

school board will vote on the business’s application.

Board Finding Number 20.

The Board finds that it has directed that a link on its Web site to the
Comptroller’s Office’s Web site where appraisal limitation related
documents are made available to the public.

Board Finding Number 21.

Considering the purpose and effect of the law and the terms of the
Agreement, that it is in the best interest of the District and the State to
enter into the attached Agreement for Limitation on Appraised Value
of Property for School District Maintenance and Operations Taxes.

It is therefore ORDERED that the Agreement attached hereto as Attachment G is
approved and herby authorized to be executed and delivered by and on behalf of the
District. It is further ORDERED that these findings and the Attachments referred to herein
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be attached to the Official Minutes of this meeting, and maintained in the permanent

records of the Board of Trustees of the District.
It is further ORDERED that upon the issuance by the Comptroller’s Office of a new Form

50-286 that the Board, in accordance with Comptroller rules and new form 50-286, will

consider an amendment to Attachment G upon the request of Applicant or District staff.

Dated the 10™ day of November 2014,

HILLSBORWCHO ISTRIKT

Chris Teague 1emdent [Board of Tl'uste

ATTEST:

By: !\/Wwﬂ “(fwvﬂ? -

Karen Smith, Secretary, Board of Trustees
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MOAK, CASEY

& ASSOCIATES

SCHOOL FINANCE & ACCOUNTABILITY EXPERTS

LYNN M. MOAK, PARTNER DANIEL T. CASEY, PARTNER

November 10, 2014

President and Members

Board of Trustees

Hillsboro Independent School District
121 East Franklin Street

Hillsboro, Texas 76645

Re: Recommendations and Findings of the firm Concerning Application of IKO Southwest Inc for
Limitation on Appraised Value of Property for School District Maintenance and Operations
Taxes
Dear President Teague and Members of the Board of Trustees:

Please accept this letter as formal notification of the completion of due diligence research on behalf of
the Hillsboro Independent School District, with respect to the pending Application of IKO Southwest Inc for
Limitation on Appraised Value of Property for School District Maintenance and Operations Taxes. Since our
engagement on behalf of the District, we have been actively engaged in reviewing the pending Application and
verifying its contents. Based upon our review we have drawn the following conclusions:

1. All statements of current fact contained in the Application are true and correct.

2. The project proposed in the Application meets all applicable eligibility criteria of Chapter 313 of the
Texas Tax Code.

3. The Applicant has the current means and ability to complete the proposed project.

4. All applicable school finance implications arising from the contemplated Agreement have been
explored,

5. The proposed Agreement contains adequate revenue protection provisions to protect the interests of the
District.

As aresult of the foregoing it is our recommendation that the Board of Trustees approve the Application
of IKO Southwest Inc for Limitation on Appraised Value of Property for School District Maintenance and
Operations Taxes.

Sincerely,

N %;

Daniel T, Casey

www.moakcasey.com

Phone 512-485-7878 LOO W. 15" Street* Suite 1410 Austin, TX 78701-1643 Fax 512-485-7888


http:www.moakcasey.com

O’HaNLoN, McCoLLoM & DEMERATH

ATTORNEYS AND COUNSELORS AT LAaw

BO8 WEST AVENUE
AUSTIN, TEXAS 78701
TELEPHONE: (512) 494-9949
FACSIMILE: (512) 494-99219

Kevin O’HanLoN
CERTIFIED, CVIL APPELLATE
CerTIFIED, CiviL TRIAL

LesLiE McCoLLom
CERTIFIED, CIVIL APPELLATE
CERTIFIED, LABOR AND EMPLOYMENT

Texas Boarp oF LEGAL SPECIALIZATION

JusTiIN DEMERATH

November 10, 2014

President and Members

Of the Board of Trustees

Hillsboro Independent School District
121 East Franklin Street

Hillsboro, Texas 76645

Re:  Recommendations and Findings of the Firm Concerning Application of IKO
Southwest Inc for Limitation on Appraised Value of Property for School District
Maintenance and Operations Taxes, first qualifving year 2017

Dear President Teague and Members of the Board of Trustees:

Please accept this letter as formal notification of the completion of due diligence research
on behalf of the Hillsboro Independent School District, with respect to the pending Application of
[KO Southwest [nc for a Limitation on Appraised Value of Property for School District
Maintenance and Operations Taxes, to be effected by an agreement with a first qualifying time
year of 2017. Since our engagement on behalf of the District, we have been actively engaged in
reviewing the pending Application and verifying its contents. We have also negotiated an
Agreement between the District and [KO Southwest Inc Based upon our review we have drawn
the following conclusions:

1. All statements of current fact contained in the Application are true and correct.

2. The project proposed in the Application meets all applicable eligibility criteria of Chapter
313 of the Texas Tax Code.

3. The Applicant has the current means and ability to complete the proposed project.



4, All applicable school finance implications arising from the contemplated Agreement have
been explored.

5. The proposed Agreement contains adequate legal provisions so as to protect the interests
of the District.

As a result of the foregoing conclusions it is our recommendation that the Board of
Trustees approve the Application of IKO Southwest Inc for Limitation on Appraised Value of
Property for School District Maintenance and Operations Taxes.

Sincerely,

Kevin O'Hanlon
For the Firm




Attachment A

Application




O'HanLoN, McCoLLom & DEMERATH

ATTORNEYS AND COUNSELORS AT LAW

808 WEST AVENUE
AUSTIN, TEXAS 78701
TELEPHONE: (512) 494-9949
FACSIMILE: (512) 494-2919

Kevin O’HANLON
CERTIFIED, CVIL APPELLATE
CERTIFIED, CivVIL TRIAL

LEesLIE McCoLLom
CERTIFIED, CVIL APPELLATE
CERTIFIED, LLABOR AND EMPLOYMENT

Texas BoARD oF LEGAL SpPECIALIZATION

JusTin DEMERATH

May 28, 2014

Local Government Assistance & Economic Analysis
Texas Comptroller of Public Accounts

P.O. Box 13528

Austin, Texas 78711-3528

RE: Amended Application to the Hillsboro Independent School District from KO
SOUTHWEST INC "

(First Qualifying Year 2015; First Year of Value Limitation 2017)

To the Local Government Assistance & Economic Analysis Division:

By copy of this letter transmitting the application for review to the Comptroller’s Office, the
Hillsboro Independent School District is notifying IKO SOUTHWEST INC of its intent to
consider the application for appraised value limitation on qualified property should a positive
certificate be issued by the Comptroller. The Applicant has used the form of the application
posted on the Comptroller’s Texas Ahead website. The company has provided the schedules in
both electronic format and paper copies. The electronic copy is identical to the hard copy that will
be hand delivered.

The Applicant submitted the Original Application to the school district on April 7, 2014. The
Board voted to accept the application on April 22, 2014, The application has been determined
complete as of May 6, 2014, The Amended Application, amended to include an anticipated school
district created reinvestment zone, is accompanied by a new signature page, executed by the
Superintendent and the company. Please prepare the economic impact report.



Letter to Local Government Assistance & Economic Analysis Division
May 28, 2014
Page 2 of 2

A copy of the application will be submitted to the Hill County Appraisal District.

Sincerely,

Kevin O’Hanlon
School District Consultant

Cc:  Hill County Appraisal District
IKO SOUTHWEST INC LNG, LLC

Hillsboro Independent School District



IKO Southwest Inc
Chapter 313 Application to Hillsboro ISD
Cummings Westlake, LLC

TAB 1

Pages 1 through 11 of application.

ATTACHMENT TO APPLICATION FOR APPRAISED VALUE LIMITATION ON QUALIFIED PROPERTY
BY IKO SOUTHWEST INC TO HILLSBORO ISD



Economic Development

Application for Appraised Value Limitation on Qualified Property st Koo
(Tax Code, Chapter 313, Subchapter B or C) Form 50-296-A

INSTRUCTIONS: This application must be completed and filed with the school district. In order for an application to be processed, the governing body
(school board) must elect to consider an application, but — by Comptroller rule — the school board may elect to consider the application only after the
school district has received a completed application. Texas Tax Code, Section 313.025 requires that any completed application and any supplemental
materials received by the school district must be forwarded within seven days to the Comptroller of Public Accounts.

If the school board elects to consider the application, the school district must:
» notify the Comptroller that the school board has elected to consider the application. This notice must include:
— the date on which the school district received the application;
— the date the school district determined that the application was complete;
— the date the school board decided to consider the application; and
— arequest that the Comptroller prepare an economic impact analysis of the application;
* provide a copy of the notice to the appraisal district;
» must complete the sections of the application reserved for the school district and provide information required in the Comptroller rules located at 34
Texas Administrative Code (TAC) Section 9.1054; and
« forward the original hard copy of the completed application to the Comptroller in a three-ring binder with tabs, as indicated on page 9 of this
application, separating each section of the documents, in addition to an electronic copy on CD. See 34 TAC Chapter 9, Subchapter F.

The governing body may, at its discretion, allow the applicant to supplement or amend the application after the filing date, subject to the restrictions in 34
TAC Chapter 9, Subchapter F.

When the Comptroller receives the notice and required information from the schaol district, the Comptroller will publish all submitted application materials
on Its website. The Comptroller is authorized to treat some application information as confidential and withhold it from publication on the Internet. To do sg,
however, the information must be segregated and comply with the other requirements set out in the Comptroller rules. For more information, see guidelines
on Comptraoller's website.

The Comptroller will independently determine whether the application has been completed according to the Comptroller’s rules (34 TAC Chapter 9,
Subchapter F). If the Comptroller finds the application is not complete, the Comptroller will request additional materials from the school district. Pursuant to
9.1053(a)(1)(C), requested information shall be provided within 20 days of the date of the request. When the Comptroller determines that the application is
complete, it will send the school district a notice indicating so. The Comptroller will determine the eligibility of the project, issue a certificate for a limitation
on appraised value to the school board regarding the application and prepare an economic impact evaluation by the 90th day after the Comptroller
receives a complete application—as determined by the Comptroller.

The school board must approve or disapprove the application before the 151st day after the application review start date (the date the application is finally
determined to be complete), unless an extension is granted. The Comptroller and school district are authorized to request additional information from the
applicant that is reasonably necessary to issue a certificate, complete the economic impact evaluation or consider the application at any time during the
application review period.

Please visit the Comptroller’s website to find out more about the program at www.texasahead.org/tax_programs/chapter313/. There are links on this Web
page to the Chapter 313 statute, rules, guidelines and forms. Information about minimum limitation values for particular districts and wage standards may
also be found at that site.

SECTION 1: School District Information

1. Authorized School District Representative

April 7, 2014

Date Application Received by District

Dr. James Gilcrease
First Name - Last Name
Superintendent

—

Hillsboro ISD

School District Name

121 East Franklin Street
aeaddrass

121 East Franklin Street
Mailing Address

Hillsboro, TX 76645

g —— Stale zZIP

254-582-8585 254-582-4165

Phone Number N Fax Number R
gilcrease@bhillsboroisd.org

Mabile Number (optional) Sy Email Address e

2. Does the district authorize the consultant to provide and obtain information related to this application? .. . ...ov v i van. [/_ Yes [j No

The Economlic Development and Analysis Division at the Texas Comptroller of Public Accounts For more information, visit our website:

provides information and resources for taxpayers and local taxing entities. www.TexasAhead.org/tax_programs/chapter313/
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SECTION 1: School District Information (continued)

3. Authorized School District Consultant (If Applicable)

Dan Casey
First Name Last Name
Partner
Title
Moak, Casey & Associates
Firm Name
512-485-7878 512-485-7888
Phene Number Fax Number
512-426-6662 dcasey@moakcasey.com
Mobile Number (optional) Emalil Address
4. On what date did the district determine this application complete? . .......c it 5/26/14
5. Has the district determined that the electronic copy and hard copy are identical? .. ... ............... FESGE W S R m Yes lj No

SECTION 2: Applicant Information

1. Authorized Company Representative (Applicant)

Ron Healey

First Mame Last Name

Treasurer IKO Southwest Inc.
Title Organization

6 Denny Road, Suite 200
Street Address

6 Denny Road, Suite 200
Mailing Address

Wilmington DE 19809
City Stale ZIP
302-764-3107 X-3260
FPhone Number Fax Number
ron.healey@iko.com
Mobile Number (optional) Business Emall Address

2. Will a company official other than the authorized company representative be responsible for responding to future

2a. If yes, please fill cut contact information for that person.

John Anhang

First Name Last Name

Director of Special Projects IKO Southwest, Inc.
Title Organization

6 Denny Road, Suite 200

Street Address

6 Denny Road, Suite 200
Mailing Address

Wilmington DE 19809
City State ZIP
416-781-5545 x-5840 416-781-8411
Phone Number Fax Number

john.anhang@iko.com
Mobile Number (optional) Business Email Addrass

For mare information, visit our website: www.TexasAhead.org/tax_programs/chapter313/

Page 2 » 50-296-A « 02-14/1



www.TexasAhead.org/tax_programs/chapter313
mailto:john.anhang@iko.com
mailto:healey@iko.com
http:App<ai.od

velopment

Application for Appraised Value Limitation on Qualified Property " and Analysis

Form 50-296-A

SECTION 2: Applicant Infarmation (continued)

4. Authorized Company Consultant (If Applicable)

Wes Jackson

First Name o — Last Name
Partner
Title

Cummings Westlake LLC

Firm Name

713-266-4456 x2 713-266-2333
Phone Number — . Fax Number

wjackson@cwlp.net

Business Email Address

SECTION 3: Fees and Payments
1. Has an application fee been paid to the school diStrict? ... ..o chiii i iiciiiimiiiniiar it casitinssacasens |£| Yes [I No
The total fee shall be paid at time of the application is submitted to the school district. Any fees not accompanying the original application shall be con-
sidered supplemental payments.
1a. If yes, attach in Tab 2 proof of application fee paid to the school district.

For the purpose of questions 2 and 3, “payments to the school district” include any and all payments or transfers of things of value made to the schoal dis-
trict or to any person or persons in any form if such payment or transfer of thing of value being provided is in recognition of, anticipation of, or consideration
for the agreement for limitation on appraised value.

2. Will any “payments to the school district” that you may make in order to receive a property tax value limitation _— -
agreement result in payments that are not in compliance with Tax Code §313.027()7 ..........cvirniennn |J Yes |/| No ,:l N/A

If “payments to the school district” will only be determined by a formula or methodology without a specific
amount being specified, could such method result in "payments to the school district” that are not in i > B
gafnplighcawith Tax Coda §BVBMOTUND . iuusnrs i vummse s o b a e s i s S ke S0 S . 4 e | ‘ Yes Iﬂ No lJ N/A

o

SECTION 4: Business Applicant Information

1. What is the legal name of the applicant under which this application is made? IKO SﬂjthweSt Inc.

2. List the Texas Taxpayer |.D. number of entity subject to Tax Code, Chapter 171 (17 digits) . .........ccvveviianes — j10206360074
T T © e SRRSO GS WRRTE UL M S e Gl TR (st el TSSO TR 324122
4, |s the applicant a party to any other pending or active Chapter 313 agreements? ..........cciiiiiiiiiriiiriiiaenieas. [—1 Yes m No

4a. |If yes, please list application number, name of school district and year of agreement

SECTION 5: Applicant Business Structure

Corporation

sy

Identify Business Organization of Applicant (corporation, limited liability corporation, etc)

2. |s applicant a combined group, or comprised of members of a combined group, as defined by Tax Code §171.0001(7)? ...... |h| Yes m No
2a. |f yes, attach in Tab 3 a copy of Texas Comptroller Franchise Tax Form No, 05-165, No. 05-166, or any other documentation
from the Franchise Tax Division to demonstrate the applicant's combined group membership and contact information.
3. Is the applicant current on all tax payments due to the State of TEXas? . ..o vvininrrerin s i eriasninnsrcranss m Yes D No
4. Are all applicant members of the combined group current on all tax payments due to the State of Texas? ....... Ij Yes D No @ N/A
5. If the answer to question 3 or 4 is no, please explain and/or disclose any history of default, delinquencies and/or

any material litigation, including litigation involving the State of Texas. (If necessary, attach explanation in Tab 3)

For more information, visit our website: www.TexasAhead.org/tax_programs/chapter313/
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Form 50-296-A

1. Are you an entity subject to the tax under Tax Code, Chapler 1712 . .. ouiiniiine e ci i e st taerorannarans ’_ZI Yes D No
2. The property will be used for one of the following activities: .

(1) IENUTRCTRITIG .o oo ammeae oo s s v amy e e s amm e alh i S ere s 5o e e s i 6 L R T [7 Yes |:| No

(2) rasoarch anfl devBloPnBRl .o v iise v ) U TR e e R T RS e e e AR IR R e D Yes IZ, No
(3) aclean coal project, as defined by Section 5.001, Water Code .. .....cuutiireitiiriie e ieniiiran e [j| Yes D No
(4) an advanced clean energy project, as defined by Section 382.003, Health and Safety Code .............covvvnn, r Yes m No
(5) renewable energy electric generation ........... G AN 5 e S S T A e sy e i Ij Yes @ No
(6} electric power generation using integrated gasification combined cycle technelogy .. ...t s, [__‘1 Yes [Z' No
(7). nicledielactic: powBE generalion: sococivresiaisttimsens 5 o b 40s S0 TEIN TR R BT TR e e SR e l:l Yes Iz No
(8) a computer center that is used as an integral part or as a necessary auxiliary part for the activity conducted by =
applicant in one or more activities described by SUbIVISIONS (1) tIOUGN (7) « « .+ v+ eeeeeeee e seenne e ernnennss | Jves  [f]no
(9) a Texas Priority Project, as defined by 313.024(e){(7) and TAC 9.1051 . ... v iiiiiiiiiiiiiiiiiiiai i [] Yes IZ] No
3. Are you requesting that any of the land be classified as qualified investment? .......... ..o, [j Yes LZI No
4. Will any of the proposed qualified investment be leased under a capitalized lease? ........icviiiiviiiriiieiiineninns E] Yes _[ No
5. Will any of the proposed qualified investment be leased under an operating lease? . . at time of application. no land has been [:| Yes rj No
6. Are you including property that is owned by a person other than the applicant? .. ... acquired. An option exists pending L Yes m No
successful development of project
7. Will any property be pooled or proposed to be pooled with property owned by the applicant in determining the amount of

ot qUANTIEE IVEEITENLT ¢ s vvmssmmimnrmsm s oRiE @ 1w S-S o A M £ £ A0 R U S 0 R SRR S 34 5 |_| Yes |Z| No

SECTION 7: Project Description

1. In Tab 4, attach a detailed description of the scope of the proposed project, including, at a minimum, the type and planned use of real and tangible per-
sonal property, the nature of the business, a timeline for property canstruction or installation, and any other relevant information.

2. Check the project characteristics that apply to the proposed project:

[Zl Land has no existing improvements D Land has existing improvements (complete Section 13)

|i] Expansion of existing operation on the land (complete Section 13) ‘;l Relocation within Texas
1. Does the applicant currently own the land on which the proposed project will occur? ... .oovvive i D Yes @ Ne
2. Has the applicant entered into any agreements or contracts for work to be performed related to the proposed project? ....... [;I Yes |E No
3. Does the applicant have current business activities at the location where the proposed project will occur? .. ..ovovviivin El Yes |- No
4, Has the applicant made public statements in SEC filings or other official documents regarding its intentions regarding the g

PropeRed DREUIGERNONT 1.\ is 0 s i Y AT B S v B 3 SR T o A S e B L Wi e e R oo LI Yes |Z| Ne
5. Has the applicant received any local or state permits for activities on the proposed project site? ......... ... ... ... ..., E’ Yes / No
6. Has the applicant received commitments for state or local incentives for activities at the proposed project site? ............. l:‘ Yes LZl No
7. Are you submitting information to assist in the determination as to whether the limitation on appraised value is a determining

factor in the applicant’s decision to invest capital and construct the project N Texas? ........ccvvuiiiiiiiinininnnininenes D Yes @ No
8. Has the applicant considered or is the applicant considering other locations not in Texas for the proposed project? . ......... M Yes D No
9. Has the applicant provided capital investment or return an investment information for the proposed project in comparison -

with othar alternative investment OpPOHUNTIEST . cw s e ve e i se i i eisienn e sein 5o 5w womman & a s s s o e e e s i sa i e u Yes IZ] No
10. Has the applicant provided information related to thg applicant’s inputs, transportation and markets for the proposed project? . . . . D Yes @ No

If you answered “yes” to any of the questions in Section 8, attach supporting information in Tab 5.

For more information, visit our website; www.TexasAhead.org/tax_programs/chapter313/
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SECTION 9: Projected Timeline

1. Application approval by school board . .............. 820 iz R AR PR R ST 8 562 4 SR v ¢ September 2014

2. Beginning 6F qualifying fime pariod ... . vs cx v smannin va 6 s ssiesemaiiames 10 5 Ve g 55 s v wa e sy K September 2014

8 Flistvear of IMMEtan o v o sesieamin v S35 S iid be ol SURS S B T 06 St npd D s S B e ewdoamil i 5 2017

4. Begin Mg mew GMBIOYBES.. - vwu.oms i v o siisis oy &8 e o om Ao ey sy m s o aria s i e s i b e S i e ¢ Q3 -2016

5. Commencement of commercial OpPerationS .« ive v cv e v o vewhs samam s in s s #as o s s s s b s s Q4 - 2016

8. Do you propose to construct a new building or to erect or affix a new improvement after your application review
start date (date your application is finally determined to be complele}? ..o it iani i iiian it iaas |7| Yes m No
Note: Improvements made before that time may not be considered qualified property.

7. When do you anticipate the new buildings or improvements will be placed in service? ............coviivininnn. Q4 - 2016

SECTION 10: The Property

1. Identify county or counties in which the proposed project will be located Hill
2. Identify Central Appraisal District (CAD) that will be responsible for appraising the property Hill
3. Will this CAD be acting on behalf of another CAD to appraise this property? .......cooiiiiiiiiiiiiiiiiiinn i |§I Yes |7| No
4. List all taxing entities that have jurisdiction for the property, the portion of project within each entity and tax rates for each entity:
. 0 P )
R Hill, $0.54131 100% Sty Hillsboro, $0.81833 100%
(Name, tax rate and percent of project) (Nams, tax rate and percent of project)
Hospital District: n/a Water District:
(Name, tax rate and percent of project) (Name, tax rate and percent of profect)
i Q
Other (desctibe): Hill Co Jr. College, $0.09151 100% Other (desctibe):
(Name, tax rate and percent of project) (Name, tax rate and percent of project)
5. Is the project located entirely within the ISD listed in SeCtion 17 . ... i iiiiiiar s rneriineiaiasianarines |7| Yes |_] No
5a. If no, attach in Tab 6 additional information on the project scope and size to assist in the economic analysis.
8. Did you receive a determination from the Texas Economic Development and Tourism Office that this proposed project and at least

one other project seeking a limitation agreement constitute a single unified project (SUP), as allowed in §313.024(d-2)? ... ..... |j Yes |7| No
6a. If yes, aftach in Tab 6 supporting decumentation from the Office of the Governor.

SECTION 11: Investment

NOTE: The minimum amount of qualified investment required to qualify for an appraised value limitation and the minimum amount of appraised value limita-
tion vary depending on whether the school district is classified as Subchapter B or Subchapter C, and the taxable value of the property within the school
district. For assistance in determining estimates of these minimums, access the Comptroller's website at www.texasahead.org/tax_programs/chapter313/.

20,000,000.00

1. Atthe time of application, what is the estimated minimum qualified investment required for this school district? . ... ..

20,000,000.00

LS

What is the amount of appraised value limitation for which you are applying?. . ... .. ..o

Note: The property value limitation amount is based on property values available at the time of application and
may change prior to the execution of any final agreement.

3. Does the qualified investment meet the requirements of Tax Code §313.021(1)7 ... .vr e i e i s anrennnns \Z_‘ Yes {j No

4, Attach a description of the qualified investment [See §313.021(1).] The description must include:
a. a specific and detailed description of the qualified investment you propose to make on the property for which you are requesting an appraised
value limitation as defined by Tax Code §313.021 (Tab 7);
b. a description of any new buildings, proposed new improvements or personal property which you intend to include as part of your minimum quali-
fied investment (Tab 7); and
c. a detailed map of the qualified investment showing location of new buildings or new improvements with vicinity map (Tab 11).
5. Do you intend to make at least the minimum qualified investment required by Tax Code §313.023 (or §313.053 for

Subchapter C school districts) for the relevant school district category during the qualifying time period? ... ...... ... ... ... ’_ﬁ Yes D Ne

For more information, visit our website: Www.TexasAhead.org/tax_programs/chapter313/
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SECTION 12: Qualified Property

1. Atftach a detailed description of the qualified property. [See §313.021(2)] (If qualified investment describes qualified property exactly, you may skip items
a, b and ¢ below.) The description must include: ' -
1a. a specific and detailed description of the qualified property for which you are requesting an appraised value limitation as defined by Tax Code
§313.021 (Tab 8);
1h. a description of any new buildings, proposed new improvements or personal property which you intend to include as part of your qualified prop-
erty (Tab 8); and

1c. a map of the qualified property showing location of new buildings or new improvements with vicinity map (Tab 11).

2, Is the land upon which the new buildings or new improvements will be bullt part of the qualified property described by
T N R N T s (s e s S S S e T |/ Yes [ | o
2a. If yes, attach complete documentation including:
a. legal description of the land (Tab 9);

b. each existing appraisal parcel number of the land on which the new improvements will be constructed, regardless of whether or not all of
the land described in the current parcel will become qualified property (Tab 9);

c. owner (Tab 9);
d. the current taxable value of the land. Attach estimate if land is part of larger parcel (Tab 9); and
e. a detailed map showing the location of the land with vicinity map (Tab 11).
3. Is the land on which you propose new construction or new improvements currently located in an area designated as a e
reinvestment zone under Tax Code Chapter 311 or 312 or as an enterprise zone under Government Code Chapter 2303? .... m Yes l Il No
3a. If yes, attach the applicable supporting documentation:
a, evidence that the area qualifies as a enterprise zone as defined by the Governor's Office (Tab 16);
b. legal description of reinvestment zone (Tab 16);
c¢. order, resolution or ordinance establishing the reinvestment zone (Tab 186);
d, guidelines and criteria for creating the zone (Tab 16); and
e. a map of the reinvestment zone or enterprise zone boundaries with vicinity map (Tab 11)
3b. If no, submit detalled description of proposed reinvestment zone or enterprise zone with a map indicating
the boundaries of the zone on which you propose new construction or new improvements to the Comptroller’s

office within 30 days of the application date, What is the anticipated date on which you will submit final proof
of a reinvestment zone or eNterPriSe ZONET .. vvv vt ittt v s enin s ernr s isarosasaratnsnasisananns el

SECTION 13: Information on Property Not Eligible to Become Qualified Property

1. In Tab 10, attach a specific and detailed description of all existing property. This includes buildings and improvements existing as of the application
review start date (the date the application is determined to be complete by the Comptroller). The description must provide sufficient detail to locate all
existing property on the land that will be subject to the agreement and distinguish existing property from future proposed property.

September 2014

2. In Tab 10, attach a specific and detailed description of all proposed new property that will not become new improvements as defined by TAC
9.1051. This includes proposed property that: functionally replaces existing or demolished/removed property; is used to maintain, refurbish, renovate,
modify or upgrade existing property; or is affixed to existing property; or Is otherwise ineligible to become qualified property. The description must
provide sufficient detail to distinguish existing property {(question 1) and all proposed new property that cannot become qualified property from proposed
qualified property that will be subject to the agreement (as described in Section 12 of this application).

3. For the property not eligible to become qualified property listed in response to questions 1 and 2 of this section, provide the following supporting
information in Tab 10:

a. maps and/or detailed site plan;

b. surveys;

c. appraisal district values and parcel numbers;

d. inventory lists;

e, existing and proposed property lists;

f.  model and serial numbers of existing property; or
g. other information of sufficient detail and description.

4, Total estimated market value of existing property (that property described in response to question 1) ............ $ 0.00

5. In Tab 10, include an appraisal value by the CAD of all the buildings and improvements existing as of a date
within 15 days of the date the application is received by the school district.

6, Total estimated market value of proposed property not eligible to become qualified property 0.00

(that property described in resSponse to QUESHION 2)i + ... vv v s s eretarssesrsonsraasessrsnasssrissianean $

Note: Investment for the property listed in question 2 may count towards qualified investment in Column C of Schedules A-1 and A-2, if it meets the require-
ments of 313.021(1). Such property cannoct become qualified property on Schedule B,

For more information, visit our website: www.TexasAhead.org/tax_programs/chapter313/
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Application for Appraised Value Limitation on Qualified Property om0 soe A
arm =, =

What is the estimated number of permanent jobs (more than 1,600 hours a year), with the applicant or a contractor
of the applicant, on the proposed qualified property during the last complete quarter before the application review

What is the last complete calendar quarter before application review start date:

{Z] First Quarter [_| Second Quarter I:l Third Quarter \—l Fourth Quarter of 2014
=k = {year)

What were the number of permanent jobs (more than 1,600 hours a year) this applicant had in Texas during the 0
most recent quarter reported to the Texas Workforce Commission (TWC)7 - ... ... iiiiiiiiiiiiiiiiiiaenns

Note: For joh definitions see TAC §9.1051 and Tax Code §313.021(3).
25

What is the number of new gualifying jobs you are committing to create? ...... ... iiiiiiiiiiiiniiiaian,

15

What is the number of new non-qualifying jobs you are estimating you will create? ... ... ...,

Do you intend to request that the governing body waive the minimum new qualifying job creation requirement, as
providet tndet T Cota SBTTOBE{IANT s wmun nm s s b o gie S mns s vl ib §sim (e S i v, e b o uues s L Yes IZI No

6a. If yes, attach evidence in Tab 12 documenting that the new qualifying job creation requirement above exceeds the number of employees neces-
sary for the operation, according to industry standards.

Attach in Tab 13 the four most recent quarters of data for each wage calculation below, including documentation from the TWGC website. The final actual
statutory minimum annual wage requirement for the applicant for each gualifying job — which may differ slightly from this estimate — will be based on
information from the four quarterly periods for which data were available al the time of the application review start date (date of a completed application).
See TAC §9.1051(21) and (22).

a. Average weekly wage for all jobs (all industries) inthe countyis ... .ociiiini i iiiiannran, 663.50
b. 110% of the average weekly wage for manufacturing jebs inthe county is .. ... i il 806.00
¢. 110% of the average weskly wage for manufacturing jebs inthe regionis ........ ... oot 839.00
Which Tax Code section are you using to estimate the qualifying job wage standard required for — s
e e N I R e R S I T RO R R V| s313.021(5)(4) or | | 5313.021(5)(8)
What is the minimum required annual wage for each qualifying job based on the qualified property? .............. 41,899.00
. What is the annual wage you are committing to pay for each of the new qualifying jobs you create on the
gialified Property? o: ih itien e Bl AL SR TRE A B KA Sl anEs S e e i G4 4 W A s 5 42,000.00
. Will the qualifying jobs meet all minimum requirements set out in Tax Code §313.021(3)7 .+ .. v v ettt iiaaencnens [ZI Yes I—T No
. Do you intend to satisfy the minimum qualifying job requirement through a determination of cumulative economic g -
benefits to the state as Provided by 313.024(0-2)7 « - ... vevne et e e et e e e et ettt e e ettt e eas | Jves |y mo
12a. If yes, attach in Tab 12 supporting documentation from the TWC, pursuant to §313.021(3)}(F).
. Do you intend to rely on the project being part of a single unified project, as allowed in §313.024(d-2), in meeting the oy -
ualifying o reouTemBriS i 5 ate diinmi se S eiuronsmis dua ks a1 rrves ms o S e e sl i e la i s e R et Sl | J Yes |7] No

13a. If yes, attach in Tab 6 supporting documentation including a list of qualifying jobs in the other school district{s).

SECTION 15: Economic Impact

3

Complete and attach Schedules A1, A2, B, C, and D in Tab 14. Note: Excel spreadsheat versions of schedules are available for download and printing at
URL listed below.

Attach an Economic Impact Analysis, if supplied by other than the Comptraller’s Office, in Tab 15. (not required)

If there are any other payments made in the state or economic information that you believe should be included in the economic analysis, attach a sepa-
rate schedule showing the amount for each year affected, including an explanation, in Tab 15,

For. mare information, visit our website: www.TexasAhead.org/tax_programs/chapter313/
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: SEC]‘IQN 16: Authc}rirzed'-Sigr'ta-iure's and ;_ibpiican; Certification

After the application and schedulas are-compléte, an authorized representative from the schiool district and the business shauld review the application doeir-
ments and complets this aulhorization page. Attach the comipletéd authorizailon page in Tab 17. NOTE: if you amend yaur application, you will nesd lo
obtain maw signetures and resubmit 1his page, Saction 16, with the amendmenl request.

1. Authorized Schoo) District Representative Signature

| am the authorized representative for the schoot distrct to which this applicafian is being subrnitted. | undarstand thaf this application is & governmenl
record as-dellned in Chapler 37 of the Texas Penal Code,

Rfelrl'g‘ pr. James G“c.“?‘?'f"‘_e' ~ Superintendent
Print faie (Authcjzfig Senool Distriat Rapresentative) T

sign -

here hadk . oy-28-| "l’
Signalirg (Aufhorized Schaol Distrct Represantalive) Dale

2. Authorized Cgmpany Bepresentative (Applicant) Signature and Notarization

| am the aulhonzed representative for the business entity for the purpose of filing thls application. | undersland that this application is 2 government
record as defined jn Chapter 37 of the Texas Panal Coda. The Informatian contalned in this application and schiedulss Is true and correct fo the best of
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Econumic D

and A
Form 50-296-A

TAB  ATTACHMENT . .
1 Pages 1 through 11 of Application
2 Proof of Payment of Application Fee
3 Documentation of Combined Group membership under Texas Tax Code 171.0001(7), history of tax default, delinquencies and/or material
litigation (if applicable)
4 Detailed description of the project
5 Documentation to assist in determining if limitation is a determining factor
6 Description of how project is located in more than one district, including list of percentage in each district and, if determined to be a single
unified project, documentation from the Office of the Governor (if applicable)
7 Description of Qualified Investment
8 Description of Qualified Property
9 Description of Land
10 Description of all property not eligible to become qualified property (if applicable)
11 Maps that clearly show:
a) Project vicinity
b) Qualified investment including location of new buildings or new improvements
¢} Qualified property including location of new buildings or new improvements
d) Existing property
e) Land location within vicinity map
f) Reinvestment or Enterprise Zone within vicinity map, showing the actual or proposed boundaries and size
Note: Electronic maps should be high resolution files. Include map legends/markers.
12 Request for Waiver of Job Creation Requirement and supporting information (if applicable)
13 Calculation of three possible wage requirements with TWC documentation
14 Schedules A1, A2, B, C and D completed and signed Economic Impact (if applicable)
15 Economic Impact Analysis, other payments made in the state or other economic information (if applicable)
16 Description of Reinvestment or Enterprise Zone, including:
a) evidence that the area qualifies as a enterprise zone as defined by the Governor's Office
b) legal description of reinvestment zone*
¢) order, resolution or ordinance establishing the reinvestment zone*
d) guidelines and criteria for creating the zone*
* To be submitted with application or before date of final application approval by school board
A7 Signature and Certification page, signed and dated by Authorized School District Representative and Autherized Company Representative

(applicant)

For more information, visit our website: www.TexasAhead.org/tax_programs/chapter313/
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IKO Southwest Inc
Chapter 313 Application to Hillsboro ISD
Cummings Westlake, LLC

. TAB 2
Proo avment of Application Fee

Please find on the attached page, copy of the check for the $75,000 application fee to Hillsboro
Independent School District.

ATTACHMENT TO APPLICATION FOR APPRAISED VALUE LIMITATION ON QUALIFIED PROPERTY
BY IKO SOUTHWEST INC TO HILLSBORO ISD



yxo IKO INDUSTRIES INC.

460147 HILLSBORO INDEPENDENT SCH
INVOICE NUMBER INVOICE DT DESCRIPTION GROSS AMOUNT DISCOUNT NET AMOUNT
CHAPTER 313 APP 033114 APPLICATION FEE $ 75,000.00 $ 0.00 % 75,000.00
CHEQUE NO, 47976 TOTALS $ 75,000.00 $ 0.00 g 75,000.00

THIS'CHECK'CONTAINSIMULTIELE SECURITY. FEEATURES — SEE BACK Fil DETAIL!
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IKO Southwest Inc
Chapter 313 f\pplication to Hillsboro ISD
Cummings Westlake, LLC

TAB 3

Documentation of Combined Group membership under Texas Tax Code 171.0001(7), history of tax

default, delinquencies and/or material litigation (if applicable

IKO Southwest Inc. is currently in the process of registering with the Secretary of the State of
Texas. They will not file their first Texas franchise tax return until May of 2015 (for calendar
year 2014). 1KO Southwest Inc. anticipates filing as a combined group on future Texas franchise
tax returns, but it is unable to provide a list of the affiliated group at this time as no combined
group exist and no returns have been filed at the time of this application.

ATTACHMENT TO APPLICATION FOR APPRAISED VALUE LIMITATION ON QUALIFIED PROPERTY
BY IKO SOUTHWEST INC TO HILLSBORO ISD



IKO Southwest Inc
Chapter 313 Application to Hillsboro ISD
Cummings Westlake, I.1.C

TAB 4
Detailed Description of the Project

Provide a detailed description of the scope of the proposed project, including, at a minimum, the
e and planned use of real and tangible pe | property, the nature of the busine imeline

for property construction or installation, and any other relevant information.

[KO Southwest Inc (IKO) is requesting an appraised value limitation from Hillsboro Independent
School District (ISD) for their proposed state-of-the-art world class factory to manufacture
asphalt roofing shingles (the “Project”), in Hillsboro, TX. The proposed Project (this
application) would be constructed within an Enterprise Zone established by the City of Hillsboro.
Maps showing the location of the project, the tract of land and proposed improvements are
included as TAB 11.

IKO and its parent company Goldis Enterprises Inc. are privately-owned companies that are part
of the IKO group of companies. The IKO group of companies was founded in 1951, and has been
owned and managed by the same family since that time. The IKO group of companies currently
owns and operates three shingle manufacturing factories in the USA: in Wilmington, Delaware, in
Kankakee, lllinois, and in Sumas, Washington. The company is just finishing the construction of a
new factory in Sylacauga, Alabama, which will start operations in mid-2014. The Hillsboro Texas
factory would be the company’s fifth shingle manufacturing factory in the USA. In addition, IKO
currently owns and operates four shingle manufacturing factories in Canada, and two in Europe.

IKO would invest approximately $80 million in capital to construct the factory. In addition, IKO
would invest between $15 million and $25 million in working capital at the factory (as detailed
in Column C on Schedules A1 & A2), depending upon the time of year. This working capital
would be primarily in the form of raw material inventories and finished goods inventories.

IKO is committed to employing at least 40 employees at the factory. These would all be new jobs
for the City of Hillsboro and for the State of Texas. The factory would also create many indirect
jobs in Texas. As well, IKO would create many direct and indirect jobs during the 24-month
construction period for the factory. The factory is expected to operate for at least 30 years.

The proposed site of the factory is a 60-acre greenfield site near the eastern end of Old Dallas
Highway North, County Road 4343, in the industrial park in the northern part of Hillsboro.

The factory would include the following facilities:
- The main manufacturing building, would be approximately 110,000 square feet in size.
This building would house the main production and packaging line. It would also contain:
o Warehouse space for raw materials
o 18 large silos for raw materials

o Tanks, heaters, blenders, and other equipment to prepare the raw materials for
use on the main production line
ATTACHMENT TO APPLICATION FOR APPRAISED VALUE LIMITATION ON QUALIFIED PROPERTY
BY IKO SOUTHWEST INC TO HILLSBORO ISD



IKO Southwest Inc
Chapter 313 Application to Hillsboro ISD

Cummings Westlake, LLC
o Large amounts of piping and many pumps, conveyor belts and bucket elevators to
convey raw materials from the storage and preparation areas to the main
production line
o Maintenance shops and store-rooms for spare parts
o Control room and laboratory
- Facilities to receive, store, and prepare asphalt for use in the factory
- Facilities to receive, store, and prepare limestone for use in the factory
- A warehouse for finished goods, which would be approximately 100,000 square feet in
size
- An office building about 4,000 square feet in size, which would include an employee
training room, locker room and lunchroom
- Five railroad spurs to bring in raw materials and ship out finished goods
- Roadways, truck loading and unloading areas, truck weigh-scales, and parking lots

[KO would start construction of the factory in the fourth quarter of 2014. Construction would
take 2 years, and the factory would start operations in the fourth quarter of 2016.

ATTACHMENT TO APPLICATION FOR APPRAISED VALUE LIMITATION ON QUALIFIED PROPERTY
BY IKO SOUTHWEST INC TO HILLSBORQ ISD



IKO Southwest Inc
Chapter 313 Application to Hillsboro ISD

Cummings Westlake, I.I.C

[KO Southwest Inc (IKO) and its parent company Goldis Enterprises Inc. are privately-owned
companies that are part of the [KO group of companies. Founded in 1951, IKO owns and
operates three other asphalt shingle manufacturing plants in the US, four in Canada, and two in
Europe. 1KO is actively seeking to expand their market share in the US by developing and
constructing this project in Hillsboro, TX. IKO is also considering, and has received offers from
the State of Oklahoma to locate this proposed facility in that state.

“The State of Oklahoma, Choctaw County, and the City of Hugo have offered extensive incentives
to IKO to build its new factory in the City of Hugo. These incentives include:

property tax abatements

a cash rebate of a portion of the company’s payroll for a period of ten years

exemption of sales/use taxes for machinery, equipment, raw materials, and energy used in
manufacturing

reimbursement of sales/use tax paid on construction materials

training and recruitment incentives

extensive investment in infrastructure for the factory, including public roads, private roads on
the factory site, rail spur with switches and crossing, water line, sewer line, site preparation, and
engineering

The total value of all the state, county, and city incentives is approximately $18 million.”

IKO Southwest Inc has the ability to invest, locate and develop new (asphalt roofing shingle)
manufacturing factories in numerous locations throughout the United States, Canada, and

Europe.

ATTACHMENT TO APPLICATION FOR APPRAISED VALUE LIMITATION ON QUALIFIED PROPERTY
BY IKO SOUTHWEST INC TO HILLSBORO ISD



IKO Southwest Inc
Chapter 313 Application to Hillsboro 1SD
Cummings Westlake, LLC

TAB 6
Description of how project is located in more than one district, including list of percentage in each
district and, if determined to be a sin [ ject, documentation from t of the
Governor (if applicable)
1) Hill County -100%
2) City of Hillsboro -100%
3) Hillsboro ISD -100%

4) Hill Junior College District -100%

ATTACHMENT TO APPLICATION FOR APPRAISED VALUE LIMITATION ON QUALIFIED PROPERTY
BY IKO SOUTHWEST INC TO HILLSBORO ISD



IKO Southwest Inc
Chapter 313 Application to Hillsboro ISD
Cummings Westlake, I.I.C

TAB 7
Description of Qualified Investment

[KO Southwest Inc plans to construct a factory to manufacture asphalt roofing shingles.

This application covers all qualified property within Hillsboro ISD necessary for the commercial
operations of the proposed manufacturing facility described in Tab 4. Qualified property includes,
but is not limited to real estate, site preparation, roads and paving, office, warehouse, and
manufacturing buildings, silos, storage facilities, rail spur and rail car loading and unloading
facilities, truck loading and unloading facilities, docks, scales, pumps piping, tanks heaters,
blenders and related production equipment, conveyors and elevators, control rooms, and shops
and all related and necessary facilities and equipment for the manufacturing of roofing materials;
including but not limited to:

e 110" and 90’ diameter asphalt storage tanks
Asphalt unloading system from trains
2 asphalt flux storage tanks
6 asphalt coating storage tanks
2 oxidizer tanks
Knock-out tank
Incinerator
2 Oxidizer air blowers
F.C. tank
3 Hot oil heaters
1 steam heat exchanger
Hot oil expansion tank
Primary transformers
Emergency generator
1-2 Limestone Pulveriser systems
Filler storage silo
2 Granule unloading systems from trains
Granule unloading elevator
17 granule storage silos
7 dust collectors
Filler heater
Main production equipment:
o Coating preheater
2 blend elevators
HL elevator
Fiesta elevator
BS elevator
Blend reclaim elevator
o Filler mixer
ATTACHMENT TO APPLICATION FOR APPRAISED VALUE LIMITATION ON QUALIFIED PROPERTY
BY IKO SOUTHWEST INC TO HILLSBORO ISD
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IKO Southwest Inc
Chapter 313 Application to Hillsboro ISD

Cummings Westlake, 1.I.C

Top Surge tank
Bottom surge tank
Unwind stand
DMA accumulator
Coater
Slating section
Press section
Cooling section
Finish product loopier
Carry over section
3-tab section
Laminator section
Slitter section
Cut to length section
Take off section
Catchers section
Hi lug section
2 Packaging ends
o 2 Arpacs
2 SBS mixing tanks
2 SBS storage tanks
Machine shop equipment
Parts storage systems
Pallet dispensing systems
Water storage and purifier systems
Compressed air systems
6 Mist Eliminators
o 1 large for Shingle Line
o 3 small for Laminator/Adhesive Mixing and Storage
o 2 small for Asphalt Storage Tanks

& o Q1o S o N - R+ R o N » S0 « N o Tl o S & S o S o R = [l < (I = B &

The map in TAB 11 shows the proposed project area with the preliminary improvement locations.
The exact placement of these buildings and manufacturing equipment is subject to ongoing
planning, soil studies, and engineering and will be determined before construction begins.

ATTACHMENT TO APPLICATION FOR APPRAISED VALUE LIMITATION ON QUALIFIED PROPERTY
BY IKO SOUTHWEST INC TO HILLSBORO ISD



IKO Southwest Inc
Chapter 313 Application to Hillsboro ISD
Cummings Westlake, LLC

. TAB 8
Description of Qualified Property

(See Tab 7)

ATTACHMENT TO APPLICATION FOR APPRAISED VALUE LIMITATION ON QUALIFIED PROPERTY
BY IKO SOUTHWEST INC TO HILLSBORO ISD



IKO Southwest Inc
Chapter 313 Application to Hillsboro ISD
Cummings Westlake, LLC

TAB9

Description of Land

[KO currently has an option to purchase land, but at this time has not purchased any land. The
three land tracts described in this tab represent the land they would likely acquire as their
proposed plant site.

ATTACHMENT TO APPLICATION FOR APPRAISED VALUE LIMITATION ON QUALIFIED PROPERTY
BY IKO SOUTHWEST INC TO HILLSBORO ISD



SZURGOT & PEEDE LAND SURVEYORS, LTD
125 N. COVINGTON STREET, P.O. BOX 533
HILLSBORO, TEXAS 76645
PHONE: (254) 582-3231
FAX: (254) 582-3234

LEGAL DESCRIPTION

58.91 Acres

In the

Benjamin Sanders Survey, Abstract No, 8§36
City of Hillsboro, Hill County, Texas

All that certain tract or parcel of land located in the Benjamin Sanders Survey, Abstract No.
836, City of Hillsboro, Hill County, Texas, and being a part of a called 94.72 acre tract of land
(Tract A) conveyed by Welca Jean Farr and William Ray Allen to Lee Roy Jordan, D/B/A as Lee
Roy Jordan Interests, dated August 27, 1997, and being recorded in Volume 944, Page 192, of
the Official Public Records of Hill County, Texas, and being more particularly described as
follows:

BEGINNING at a mag-nail found in Old Highway No. 77 (Hill County Road 4343), called to
be in the northerly line of said Benjamin Sanders Survey and the southerly line of the Ewen
Cameron Survey, Abstract No. 131 and being the northwest corner of a tract of land conveyed to
Percy Lee Curtis (First Tract) by deed recorded in Volume 346, Page 214, of the Deed Records
of Hill County, Texas, and being the northeast corner of said 94.72 acre tract;

THENCE South 30 degrees 54 minutes 07 seconds East (Directional Control Line), along the
common line between said Curtis tract and said 94,72 acre tract, for a distance of 1599.85 feet to
a 5/8" steel rebar found at a corner on the westerly line of Interstate Highway No. 35 (variable
width right-of-way), being the most easterly northeast corner of said 94.72 acre tract;

THENCE South 03 degrees 57 minutes 41 seconds West, along the westerly line of said
Interstate Highway No. 35, for a distance of 620.22 feet to a brass TXT-DOT monument found at
a corner on the northerly line of the old SF&L Railway (100 foot right-of-way) that is conveyed
to the City of Hillsboro by Quitclaim Deed recorded in Volume 912, Page 359, of the Official
Public Records of Hill County, Texas, and being the southeast corner of said 94.72 acre tract;

THENCE South 79 degrees 25 minutes 53 seconds West, along the common line between said
Railway tract and said 94.72 acre tract, for a distance of 968.58 feet to a 1/2” steel rebar set at a
corner, being the southeast corner of Lot 4, Block 1, of Lee Roy Jordan Industrial Park, an
addition to the City of Hillsboro according to the plat recorded in Slide 197-A, of the Plat
Records of Hill County, Texas, and being in the southerly line of said 94.72 acre tract and from
which a 1/2" steel rebar found at the southwest corner of said 94.72 acre (ract bears South 79
degrees 25 minutes 53 seconds West at a distance of 1202.75 feet;

THENCE North 28 degrees 55 minutes 01 seconds West, along the easterly line of said Lot 4,
for a distance of 593.98 feet to a 5/8” steel rebar found at a corner, being the northeast corner of
said Lot 4;


http:of968.58

THENCE South 59 degrees 39 minutes 48 seconds West, along the northerly line of said Lot 4,
passing the southeast corner of a tract of land described as Easement #1 recorded in Volume
1392, Page 772, of the Official Public Records of Hill County, Texas, continuing and passing the
northeasterly corner of a tract of land described as Easement #2 recorded in Volume 1392, Page
772, of the Official Public Records of Hill County, Texas, continuing in all for a total distance of
187.87 feet to a 5/8” steel rebar found at a corner on the northerly line of said Lot 4, being the
southeast corner of Lot 3, of said Block 1, the southwest corner of said Easement #1 and being in
a curve to the left having a radius of 399.57 feet;

THENCE in a northwesterly direction along said curve to the left, for an arc distance of 35.63
feet and having a chord bearing of North 29 degrees 56 minutes 26 seconds West and a chord
distance of 35.62 feet to a 5/8” steel rebar found at a corner at the end of said curve;

THENCE North 29 degrees 40 minutes 05 seconds West, along the easterly line of said Lot 3
and the westerly line of said Easement #1, for a distance of 669.02 feet to an “X” cut in concrete
set at a corner on the southerly line of Lot 2, of said Block 1, and being the northwest corner of
said Easement #1;

THENCE North 61 degrees 29 minutes 02 seconds East, along the southerly line of said Lot 2
and the northerly line of said Easement #1, passing the southeast corner of said Lot 2, continuing
in all for a total distance of 82.30 feet to a 5/8” steel rebar found at a corner, being the northeast
corner of said Easement #1, and the southeast corner of the proposed Replat of Lot 2;

THENCE North 30 degrees 18 minutes 31 seconds West, partially along a fence line and the
easterly line of said proposed Replat of Lot 2, at 437.02 feet passing an “X” cut found in a
concrete flume for the northeast corner of said proposed Replat of Lot 2 and the southerly line of
the aforementioned Old Highway No. 77, continuing in all for a total distance of 487.70 feet to a
mag-nail set in said Old Highway No. 77 and the northerly line of the aforementioned 94.72 acre
tract;

THENCE North 59 degrees 36 minutes 59 seconds East, along said Old Highway No. 77 and
the northerly line of said 94.72 acre tract, for a distance of 1327.81 feet to the point of beginning,
and containing 58.91 aces of land, of which approximately 1.55 acres of land lies within said Old
Highway No. 77, as surveyed by Szurgot & Peede Land Surveyors, LTD., in March and April of
2013.

Bears for this survey are based on Texas State Plain North Central Zone Coordinates.

Donny Peede, Texas RPLS No. 5137
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SZURGOT & PEEDE LAND SURVEYORS, LTD
125 N. COVINGTON STREET, P.O. BOX 533
HILLSBORO, TEXAS 76645
PHONE: (254) 582-3231
FAX: (254) 582-3234

LEGAL DESCRIPTION

2.43 Acres

In the

Benjamin Sanders Survey, Abstract No. 8§36
City of Hillsboro, Hill County, Texas

All that certain tract or parcel of land located in the Benjamin Sanders Survey, Abstract No. 836, City
of Hillsboro, Hill County, Texas, and being a part of Lot 4, Block 1, of Lee Roy Jordan Industrial Park,
an addition to the City of Hillsboro, Hill County, Texas, according to the plat recorded in Slide 197-A, of
the Plat Records of Hill County, Texas, and being more particularly described as follows:

BEGINNING at a 1/2” steel rebar set at a corner on the northerly line of the old SF&L Railway (100
foot right-of-way) that is conveyed to the City of Hillsboro by Quitclaim Deed recorded in Volume 912,
Page 359, of the Official Public Records of Hill County, Texas, from which a 1/2” steel rebar found at
the southeast corner of said Lot 4 bears North 79 degrees 25 minutes 53 seconds East at a distance of
87.69 feet;

THENCE South 79 degrees 25 minutes 53 seconds West, along the northerly line of said Railway tract
and the southerly line of said Lot 4, for a distance of 492.03 feet to a 1/2” steel rebar set at a corner on
the easterly side of a tract of land described as Easement #2 in a deed recorded in Volume 1392, Page
772, of the Official Public Records of Hill County, Texas, and being in a curve to the left, having a radius
of 507.50 feet;

THENCE in a northeasterly direction along said curve to the left, for an arc distance of 609,30 feet and
having a chord bearing of North 15 degrees 44 minutes 26 seconds East and a chord distance of 573.36
feet to a 1/27 steel rebar set at a corner on the northerly line of said Lot 4, and the southerly line of a tract
of land described as Easement #1, recorded in Volume 1392, Page 772, of the Official Public Records of
Hill County, Texas, and from which a 5/8” steel rebar found at the southeast corner of Lot 3, of said
Block | bears South 59 degrees 39 minutes 48 seconds West at a distance of 40.58 feet;

THENCE North 59 degrees 39 minutes 48 seconds East, along the northerly line of said Lot 4, for a
distance 0f 49.91 feet to a 1/2" steel rebar set at a corner from which a 5/8” steel rebar found at the
southeast corner of said Lot 4 bears North 59 degrees 39 minutes 48 seconds East at a distance of 97.38
feet;

THENCE South 30 degrees 21 minutes 04 seconds East, partially along fence line, for a distance of
564.14 feet to the point of beginning, and containing 2.43 acres of land, as surveyed by Szurgot & Peede
Land Surveyors, LTD., in March and April of 2013,

Bears for this survey are based on Texas State Plain North Central Zone Coordinates.

Donny Peede, Texas RPLS No. 5137
Job No. 030913B DRP



SZURGOT & PEEDE LAND SURVEYORS, LTD

125 N. COVINGTON STREET, P.O. BOX 533
HILLSBORO, TEXAS 76645
PHONE: (254) 582-3231
FAX: (254) 582-3234

LEGAL DESCRIPTION

1.20 Acres

In the

Benjamin Sanders Survey, Abstract No. 836
City of Hillsboro, Hill County, Texas

All that certain tract or parcel of land located in the Benjamin Sanders Survey, Abstract No. 836, City
of Hillsboro, Hill County, Texas, and being a part of Lot 4, Block 1, of Lee Roy Jordan Industrial Park,
an addition to the City of Hillsboro, Hill County, Texas, according to the plat recorded in Slide 197-A, of
the Plat Records of Hill County, Texas, and being more particularly described as follows:

BEGINNING at a 1/2” steel rebar found at a corner on the northerly line of the old SF&L. Railway (100
foot right-of-way) that is conveyed to the City of Hillsboro by Quitclaim Deed recorded in Volume 912,
Page 359, of the Official Public Records of Hill County, Texas, being the southeast corner of said Lot 4
and the southwest corner of the remainder tract (Tract A) conveyed to Lee Roy Jordan by deed recorded
in Volume 944, Page 192, of the Official Public Records of Hill County, Texas;

THENCE South 79 degrees 25 minutes 53 seconds West, along the northerly line of said Railway tract
and the southerly line of said Lot 4, for a distance of 87.69 feet to a 1/2” steel rebar set at a corner;

THENCE North 30 degrees 21 minutes 04 seconds West, partially along a fence line, for a distance of
564.14 feet to a 1/2” steel rebar set at a corner on the northerly line of said Lot 4, being the southeast
corner of an easement tract, described as Easement #1, recorded in Volume 1392, Page 772, of the
Official Public Records of Hill County, Texas;

THENCE North 59 degrees 39 minutes 48 seconds East, along the northerly line of said Lot 4, for a
distance of 97.38 feet to a 5/8” steel rebar found at a corner, being the northeast corner of said Lot 4;

THENCE South 28 degrees 55 minutes 01 seconds East, along the easterly line of said Lot 4, for a
distance of 593.98 feet to the point of beginning, and containing 1.20 acres of land, as surveyed by
Szurgot & Peede Land Surveyors, LTD., in March and April of 2013.

Bears for this survey are based on Texas State Plain North Central Zone Coordinates.

Donny Peede, Texas RPLS No. 5137
Job No. 030913A DRP
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Hill CAD - Property Details Page 1 of 3
Hill CAD
Property Search Results > 240094 JORDAN MARY B for Year 2013
Property
Account DR Wi L)
Property |D: 240094 Legal Description: B SANDERS A-836 TR 1 59,63 AC
Geographic |D: 11610-83600-00010-000000 Agent Code;
Type: Real
Property Use Code:
Property Use Description:
B e e e st e e T i R e v
Address: INDUSTRIAL LP Mapsco:
HILLSBORQ, TX 76645
Neighborhood: I-35 FRONTAGE (CITY HILLSBORO) Map ID:
Neighborhood CD; 1616
Owner it e e . A
Name: JORDAN MARY B Owner ID: 2317411
Malling Address: 7710 CARUTH BLVD %Ownership:  100.0000000000%
DALLAS, TX 75225
Exemptions:
Values
(+) Improvement Homesite Value: + 50
(+) Improvement Non-Homesite Value: + S0
(+) Land Homeslte Value; + S0
(+) Land Non-Homesite Value: + $2,140 Ag/Timber Use Value
(+) Agricultural Market Valuation: + $132,980 $4,910
(+) Timber Market Valuation: + S0 S0
(=) Market Value: = §135,120
{~) Ag or Timber Use Value Reduction: — 5128,070
(=) Appraised Value: = §7,050
{-) HS Cap: - 50
(=) Assessed Value: = $7,050
Taxing Jurisdiction
Owner: JORDAN MARY B
% Ownership: 100.0000000000%
Total Value:  $135,120

| Entity [ Description

| Tax Rate

| Appraised Value |

_ Taxable Value | Estimated Tax |

b
|CAD  HILL COUNTY APPRAISAL DISTRICT 0.000000 gm0 som0 |
(CH _ CITYOFHIISBORO 0818331 §7050  $5768
(GHI HWILLCOUNTY " 0466088 S0 SO0 $3286
JCH _HWILLCOUWEGE 0091514~ §7050  $7050  $645

https://propaccess.trueautomation.com/clientdb/Property.aspx?prop id=240094

|
!

4/2/2014



Hill CAD - Property Details Page 1 of 4
IKO is currently in discussions
Hill CAD to acquire 3.63 acres of this
parcel out of the southeast
Property Search Results > 240097|CoMer. There are no ir Year 2013
improvements on the 3.63
daclres
Property
Account 4 -
Property ID: 240097 Legal Description: LEE ROY JORDAN IND ADDN BLK 1 LT 4 10.169 AC
Geographic ID: 11612-10600-00010-004000 Agent Code: 1D:2302480
Type: Real
Property Use Code:
Property Use Description:
Location
Address: 55 LEE ROY JORDAN DR Mapsco:
HILLSBORO, TX 76645
Neighborhood: HILLSBORO CITY Map ID:
Neighborhood CD: 1600
Owner b I & S 8 e b ety Wb . B A o i P § Pl S S T s e imap i S SR s S i oy ol o bimre
Owner 1D: 2318058
% Ownership: 100.0000000000%
Exemptions:
Values
(+) Improvement Homesite Value; + S0
(+) Improvement Non-Homesite Value: + 5803,130
(+) Land Homesite Value: + S0
(+) Land Non-Homesite Value: + $53,490 Ag/ Timber Use Value
(+) Agricultural Market Valuation: + S0 S0
(+) Timber Market Valuation: + S0 50
(=) Market Value: = $856,620
(-) Ag or Timber Use Value Reduction: - S0
(=) Appralsed Value: = $856,620
(=) HS Cap: - S0
(=) Assessed Value: = 5856,620
Taxing Jurisdiction
Owner: UFP WESTERN DIVISION INC
% Ownership; 100.0000000000%
Total Value:  5$856,620
FEntIt\; ] Description Tax Rate | Appraised Value i Taxable Value ] Estimated Tax {ﬁ“r 5;
LCA_D HILL COUNTY APPRAISAL DISTRICT 0.000000 ) $856_f§20 $856,620 $0.00 |
CHI__ CITY OF HILLSBORO  0.818331 $856,620 $856,620 $7,00099 |
GHI _HILCOUNTY _ 0dee0ss  SeS6G0 $8SeEA0  s3mel |
J(EH ) HILL COLLEGE 0.091514 $856,620 ‘5856,52‘1_3_ 5733.93_ i :
RDL  LATERAL ROAD i 0.075224 $856,620 $856,620 $644.38 1
o . T2 ]

https://propaccess.trueautomation.com/clientdb/Property.aspx?pron id=240097 4/2/2014


http:tmeautomation.com
https://propaccess

IKO Southwest Inc
Chapter 313 Application to Hillsboro ISD
Cummings Westlake, LLC

TAB 10
Description of all property not eligible to become qualified property (if applicable

None, not applicable

ATTACHMENT TO APPLICATION FOR APPRAISED VALUE LIMITATION ON QUALIFIED PROPERTY
BY IKO SOUTHWEST INC TO HILLSBORO ISD



IKO Southwest Inc
Chapter 313 Application to Hillsboro ISD

Cummings Westlake, LLC

TAB 11

Maps that clearly show:

a) Projectvicinity
b) Qualified investment including location of new building or new improvements

c) Qualified property including location of new building or new improvements

d) Existing property THERE IS NO EXISING PROPERTY

e) Land location within vicinity map

f) Reinvestment or Enterprise Zone within vicinity map, showing the actual or proposed

boundaries and size

11 d) THERE IS NO EXISTING PROPERTY

ATTACHMENT TO APPLICATION FOR APPRAISED VALUE LIMITATION ON QUALIFIED PROPERTY
BY IKO SOUTHWEST INC TO HILLSBORO ISD
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Print - Maps Page 1 of 1

> bing Maps
Hillsboro, TX

has an option to purchase is outlined in
red.

b bing

s

Hﬁi;bcrc Colntry

b 6 G _ r © ]

1231 1 EreaoliG RRIE e 20 Mok

l; Bird's eye view maps can't be printed, so another map view has been substituted.

http://www .bing.com/maps/print.aspx?mkt=en-ca&z=15&s=b&cp=32.028838,-97.10268... 25/03/2014
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IKO Southwest Inc
Chapter 313 Application to Hillsboro ISD
Cummings Westlake, I.I.C

TAB 12
Request for Waiver of Job Creation Requirement and supporting information (if applicable)

Not applicable. There is no job waiver request.

ATTACHMENT TO APPLICATION FOR APPRAISED VALUE LIMITATION ON QUALIFIED PROPERTY
BY IKO SOUTHWEST INC TO HILLSBORO 15D



IKO Southwest Inc
Chapter 313 Application to Hillsboro ISD

Cummings Westlake, LI.C

TAB 13
Calculation of three possible wage requirements with TWC documentation
o Hill County average weekly wage for all jobs (all industries)
e Hill County average weekly wage for all jobs (manufacturing)

e See attached Council of Governments Regional Wage Calculation and
Documentation



IKO Southwest Inc.
TAB 13 TO CHAPTER 313 APPLICATION

HILL COUNTY
CHAPTER 313 WAGE CALCULATION - ALL J1OBS - ALL INDUSTRIES

QUARTER YEAR AVG WEEKLY WAGES* ANNUALIZED
FOURTH 2012 S 626 $ 32,552
FIRST 2013 S 682 $ 35,464
SECOND 2013 S 671 $ 34,892
THIRD 2013 S 675 $ 35,100

AVERAGE $ 664 S 34,502
HILL COUNTY

CHAPTER 313 WAGE CALCULATION - MANUFACTURING JOBS

QUARTER YEAR AVG WEEKLY WAGES* ANNUALIZED
FOURTH 2012 s 779 § 40,508
FIRST 2013 S 712 S 37,024
SECOND 2013 S 746 S 38,792
THIRD 2013 $ 693 § 36,036

AVERAGE $ 733 § 38,090
X 110% 110%
S 806 S 41,899

CHAPTER 313 WAGE CALCULATION - REGIONAL WAGE RATE

YEAR AVG WEEKLY WAGES* ANNUALIZED

2012 $ 763 $ 39,670
X 110% 110%
5 839 § 43,637

* SEE ATTACHED TWC DOCUMENTATION

TAB 13



Quarterly Employment and Wages (QCEW)

Back

Page 1 of 1 (40 results/page)

[&lveor Blperiod [§larea  [glownership [§jnivision [&]Level [§lind code [flindustry [lava Weekly wages
2013  1stQtr Hill County Total All 00 0 10 Total, All Industries $682
2013 2nd Qtr  Hill County Total All 00 0 10 Total, All Industries $671
2013  3rd Qtr Hill Oount;r Total All 00 0 10 Total; All Industries $675

2012 4th Qtr Hill County Total All 00 0 10 Total, All ndustries $626



Texas LMCI TRACER, Data Link

Quarterly Employment and Wages (QCEW)

#Year #'Perind

2012
2013
2012
2013
2012
2013
2012

1st Qtr
1st Qtr
2nd Qtr
2nd Qtr
3rd Qtr
3rd Qtr
4th Qe

:;Area

Hill County
Hill County
Hill County
Hill County
Hill County
Hill County
Hill County

#10wnership ;#;Divlslon #Level #'Ind Code

Private
Private
Private
Private
Private
Private
Private

31
31
3
3
3
31
31

2

N RN NN

31-33
31-33
31-33
31-33
31-33
31-33
31-33

hitp://www. lracer2.com/cgi/dataAnalysis/Industry Report.asp

I#‘Indualr\a

Manufacturing
Manufacturing
Manufacturing
Manufacturing
Manufacturing
Manufacturing
Manufacturing

Page 1 of |

[Back!

Page 1 of 1 (40 results/page)
# Avy Weekly Wages

§713
3712
§755
§746
$730
$693
§779

2/27/2014



2012 Manufacturing Wages by Council of Government Region

Wages for All Occupations

Wages

COG Hourly Annual
Texas $23.56 $48,996
1. Panhandle Regional Planning Commission $20.12 $41,850
2. South Plains Association of Governments $16.18 $33,662
3. NORTEX Regional Planning Commission $17.83 $37.076
4. North Central Texas Council of Governments $24.68 $51,333
5. Ark-Tex Council of Governments $16.84 $35,032
6. East Texas Council of Governments $19.61 $40,797
7. West Central Texas Council of Governments $18.24 $37,941
8. Rio Grande Council of Governments $16.17 $33,631
9, Permian Basin Regional Planning Commission $21.93 $45,624
10. Concho Valley Council of Governments $16.33 $33,956
1 1. Heart of Texas Council of Governments $19.07 $39.670
|2. Capital Area Council of Governments $26.03 $54,146
13. Brazos Valley Council of Governments $16.55 $34.,424
14. Deep East Texas Council of Governments $16.20 $33.698
15. South East Texas Regional Planning Commission $29.38 $61,118
| 6. Houston-Galveston Area Council $26.59 $55,317
17. Golden Crescent Regional Planning Commission $21.03 $43,742
18. Alamo Area Council of Governments $18.40 $38,280
19. South Texas Development Council $13.54 $28,170
20. Coastal Bend Council of Governments $22.97 $47,786
21. Lower Rio Grande Valley Development Council $16.33 $33,961
22. Texoma Council of Governments $22.57 $46,949
23. Central Texas Council of Governments $17.16 $35,689
24. Middle Rio Grande Development Council $18.93 $39,380

Source: Texas Occupational Employment and Wages
Data published: July 2013
Data published annually, next update will be July 31, 2014

Note: Data is not supported by the Bureau of Labor Statistics (BLS).

Wage data is produced from Texas OES data, and is not to be compared to BLS estimates.

Data intended for TAC 313 purposes only.




IKO Southwest Inc
Chapter 313 Application to Hillsboro 1ISD

Cummings Westlake, 1.I.C

TAB 14

Schedules A1, A2, B, C and D completed and signed Economic Impact (if applicable)

See attached Schedules A1, A2, B,Cand D

TAB TO APPLICATION FOR APPRAISED VALUE LIMITATION ON QUALIFIED
PROPERTY BY IKO SOUTHWEST INC TO HILLSBORO ISD



Schedule A1: Total Investment for Economic Impact {through the Qualifying Time Period)

Form 50-296A

Ao b 2074

Applicant Name IKO Southwest Inc
ISD Namea HILLSBORO

PROPERTY INVESTMENT AMOUNTS
(Estimated Investment in each year. Do not put cumulative totals.)

Column A Column B Celumn € Column D Column E

New mvestment made during this year in

Tax Year New nvestment (criginal cost) in tangible . Olher new investment made during this year Other new invastment made during this year
{Fill in zctual tax | personal property placed in service during this c:::Iﬂ:g:;';i::;‘,:n;';[’;r:wz:::’l:e that will not becomsa Qualified Property that may become Qualified Property s T??I ‘Ime"'t;“f;:ci_n
School Year year below) vear that will become Qualified Property B Qualified Pr?:perty [SEE NOTE] [SEE NOTE] (Sum of Calumns )
Year YYYY-XYYY) YYY
Investment made before filing complets [The enly ather investment madz befare filing
I SR o b ul a Prape camolzte application with disirict that may
Spefeiof ol ik become Qualiisd Property is land]

Investment made afer filing camplete
application with district, but befare final board 2014-2015 2014 500,000
approval of application

Investrent made after final board approval of
application and before Jan. 1 of first complete 2014-2015 2014 o 0 0 0 -
tax year of qualifying time periad

arP 2015-2016 2018 30.000,000 18,000,000 0 1,500,000 49,500,000

Complete tax years of qualifying time period

arpz 2016-2017 2016 30,000,000 0 23,450,000 ] 53,450,000

Total Investment through Qualifying Time Period [ENTER this row in Schedule AZ]

50,000,000 18,000,000 23,450,000 2,000,000 102,650,000

Enter amounts from TOTAL row above In Schedule A2

Total Qualified Investment (sum of green cells)|
78,000.000

For All Calumps: List amount invested each year, not cumulative totals.
Column A: This represents the total dollar amount of planned investment in tangible personal property. Only include estimates of investment for "replacement” property if the property Ts specifically described in the application.
QOnly tangible personal property that is specifically described in the application can become qualified property.
Golumn B: The {otal dollar amount of planned investment each vear in buildings or nonremovable component of buildings.
Column C; Doellar value of other investment that may affect economic impact and total value. Examples of other investment that will not become gqualified property include investment meeting the definition of 313.021(1) but not creating a new improvement as defined by TAC 9.1051, This is proposed property that
functionally replaces existing property; is Used to maintain, refurbish, renovate, modify or upgrade existing property; or is affixed to existing property—described in SECTION 13, question #5 of the application.
Column D: Dollar value of other investment that may affect economic impact and total value. Examples of other investment that may result In qualified preperty are land or professional services.
Total Investment: Add together each cell in a column and enter the sum in the blue total investmeant row. Enter the dzta from this row into the first row in Schedule AZ.
Qualfied Investment: For the green gualified Investment cell, enter the sum of all the green-shaded cells.



AsalcaitMans

ISD Name

1KO South Inc
HILLSBORO

Schedule A2: Total In

forE

Impact {including Qualified Property and other investments)

Form 50-296A

Fevized P 3074

PROPERTY INVESTMENT AMOUNTS

(Estimated Investment in each year. Do not put cumulative totals.)

Column A

Column B

Column C

Column D

Column E

Schoal Year

TaxYear
{Fill in actual tax year

New investment (ariginal cost) in tangible
personal property placed in service during|
this year that will become Qualified
Property

New Investment made during this year in

or
components of buildings that will become

Other investment made during this year
that will not become Qualifled Property
[SEE NOTE]

Other investmant made during this year
that will become Qualified Property {SEE
NOTE]

Total Investment
(A4B+0+D)

yoar | orvey-yvvyy  |below YYYY Guaipioet Eroparty
Enter amounts from TOTAL row in Schadule A1 in the row below
Total Investment from Schiedule A1* = TOTALS FRAOM SSHEOULE A1 50,000,000 16,000,000 23,450,000 2,000,000 103,450,000
0 20142015 2014
500,000 500,000
FactyearRAIT LA Lat e UR oA e 2 SR = 30,000,000 18,000,000 . 2 48,000,000
[ 20162017 2018
30,000,000 © 23,450,000 1,500,000 54,950,000
1 2017-2018 2017 = 4,000,000 - 4,000,000 |
2 2018-2018 2018 - 4,000,000 - 4,000,000
3 2019-2020 2013 - - 4,000,000 - 4,000,000
4 20202021 2020 3 2 4,000,000 - 4,000,000
Value limitation period™* : o i = = 4,000,000 = 4,000,000
6 2022-2023 2022 % s 4,500.000 - 4,500,000
7 2023-2024 2023 - B 4,500.000 3 4,500,000
2024-2025 2024 i = 4,500,000 - 4,500,000
8 2025-2025 2026 2 4,500.000 - 4,500,000
10 2026-2027 2026 % = 4,500,000 - 4,500,000 )
Total Investment made through limitation £0,000,000 18,000,000 £5,950,000 2,000,000 145,850,000
1 2027-2028 2027 5,000,000 5,000.000
12 2028-2028 2028 5,000,000 5.000.000
Cantinue to maintain viable presence 13 2029-2030 2029 5,000,000 5.000,000
14 2030-2031 2020 5,000,000 5.000,000
15 2031-2032 2031 5,000,000 5,000,000
18 2032-2033 2032 5,500,000 5,500,000
T 2033-2034 2033 5,500,000 5,500,000
18 2034-2035 2034 5,500,000 6.500,000
18 2035-2038 2035 5,500,000 5,500,000
Additional years for 25 year economic impact as required by 20 2036-2037 2035 5,500.000 5.500,000
313.028(c)(1) 21 2037-2038 2037 6,000,000 5.000,000
22 2038-2038 2038 6,000,000 £.000,000
23 20332040 2039 6,000.000 £.000,000
24 2040-2041 2040 6,000,000 6.000,000
25 2041-2042 2041 £,000.000 6.000.000

* All investments made through the qualifying time period are captured and totaled on Schadule A1 [blue bax] and incorporatad into this schedule in the first row.

*=* Only investment made during deferrals of the start of the limitation {after the end of qualifying time period but befare the start of the Value Limitation Period) should be included in the "year prior to stant of value limitation period™ raw(s). if the imitation starts at the end of the qualifying time period or the
qualifying time penod overlaps the limitation, no investment should bs included on this line.

==+ |f your qualifying time period will overlap your value limitation period, do notalsa indude investment made during the qualifying time period in years 1 and/or 2 of the valus limitation period, depending on the overlap. Only include investments/years thatwere  notcaptured on Schedule A1.

For All Columns: List amount invested each year, not cumulative totals, Only include investments in the remaining rows of Schedule A2 that were not captured on Schedule A1.

Column A' This represents the total dallar amount of planned investment in tangible personal property, Only indude estimates of investment for “replacement” property if the property is specifically described in the application.
Only tangible persenal property that is specifically described in the application can become qualified properny.

Column B: The total dallar amount of planned investment each year in buildings or nonremovable component of buildings.

Column C; Dollar value of other investment that may atfect economic impact and total value. Examples of athar investment that will not becomme qualified property include investment mesting the definition of 313.021(1) but not creating a new improvement as defined by TAC 9.1051. This is proposed property that

functionally replaces existing property; Is used to maintain, refurbish. renovats, medify or upgrade existing property; or is affixed to existing property—described in SECTION 13, question #5 of the application,

Column D: Dollar value of other Investment that may affect economic impact and total value. Examples of other Investment that may result in qualified property are land or professional services.



Schedule B: Estimated Market And Taxable Value (of Qualified Property Only)

Applicant Name IKO Southwest Inc Form 50-296A
ISD Name HILLSBORO Revised Feb 2014
Qualified Property Estimated Taxable Value
Estimaied Total Market
Value of tangible personal| Market Value less any
Tax Year Estimated Total Market property in ithe new exemptions (such as
School Year | (Fill in actual tax| Estimated Market Value of| Valus of new buildings or | buildings or "in or on the poliution control) and Final taxable value for &S|  Final taxable value for
Year | (YYYY-YYYY) | year) YYYY Land other new improvements new improvements” before limitation after all reductions M&O afier all reductions
0 [2014-2015| 2014
Each year prior to start - = d £ g =
of Value 0 |2015-2018| 2015
Limitation Period 500,000 z . 500,000 500,000 500,000
Insert as many rows as necessary 1 O
162017 2018
i i 2,000,000 9,000,000 15,000,000 24,500,000 24,500,000 24,500,000
1 |2017-2018| 2017 2,000,000 18,000,000 60,000,000 78,552,500 78,552,500 20,000,000
2 |2018-2019 2018 2,000,000 17,460,000 58,200,000 76,263,163 76,263,163 20,000,000
3 |2019-2020( 2019 2,000,000 16,936,200 56,454,000 74,042,252 74,042,252 20,000,000
4 |2020-2021| 2020 2,000,000 16,428,114 54,760,380 71,887,724 71,887,724 20,000,000
ot , 5 |2021-2022| 2021 2,000,000 15,935,271 53,117,569 69,791,092 69,791,092 20,000,000
Value Limitation Period
6 |2022-2023| 2022 2,000,000 15,457,212 51,524,042 67,757,360 67,757,360 20,000,000
7 |2023-2024| 2023 2,000,000 14,993,496 49,978,320 65,784,639 65,784,639 20,000,000
8 |2024-2025| 2024 2,000,000 14,543,691 48,478,971 63,871,100 63,871,100 20,000,000
9 |2025-2026| 2025 2,000,000 14,107,380 47,024,602 62,014,967 62,014,967 20,000,000
10 |2026-2027] 2026 2,000,000 13,684,159 45,613,864 60,214,518 60,214,518 20,000,000
11 |2027-2028| 2027 2,000,000 13,273,634 44,245 448 58,468,082 58,468,082 58,468,082
12 |12028-2029| 2028 2,000,000 12,875,425 42,918,084 56,774,040 56,774,040 56,774,040
Continue to maintain
viable presence 13 |2028-2030] 2029 2,000,000 12,489,162 41,630,542 55,130,818 55,130,818 55,130,818
14 12030-2031| 2030 2,000,000 12,114,488 40,381,625 53,536,894 53,536,894 53,536,894
15 [2031-2032( 2031 2,000,000 11,751,053 39,170,177 51,990,787 51,990,787 51,990,787
16 |2032-2033| 2032 2,000,000 11,398,521 37,995,071 50,491,063 50,491,063 50,491,063
17 |2033-2034| 2033 2,000,000 11,056,566 36,855,219 49,036,332 49,036,332 49,036,332
18 (2034-2035( 2034 2,000,000 10,724,869 35,749,563 47,625,242 47,625,242 47,625,242
v’ 19 [2035-2036 2035 2,000,000 10,403,123 34,677,076 46,256,484 46,256,484 46,256,484
Additional years for
25 year economic impact| 20 |2036-2037| 2036 2,000,000 10,091,029 33,636,763 44,928,790 44,928,790 44,928,790
E; ;eg;g(ic)’(:’;’ 21 (2037-2038| 2037 2,000,000 0,788,298 32,627,661 43,640,926 43,640,926 43,640,926
22 |2038-2039| 2038 2.000,000 9,464,649 31,648,831 42,391,698 42,391,698 42,391,698
23 |2039-2040| 2039 2,000,000 9,209,810 30,699,366 41,179,947 41,179,947 41,179,947
24 2040-2041| 2040 2,000,000 8,933,515 29,778,385 40,004,549 40,004,549 40,004,549
25 (2041-2042| 2041 2,000,000 8,665,510 28,885,033 38,864,412 38,864,412 38,864,412

Notes: Market value in future years is good faith estimate of future taxable value for the purposes of property taxation.
Only include market value for eligible property on this schedule.




Schedule C: Employment Information

Applicant Name IKO Southwest Inc Form 50-296A
ISD Name HILLSBORO y Ravised Fab 2014
Construction Non-Qualifying Jobs Qualifying Jobs
Column A Column B Column C Column D Column E
Number of new qualifying
jobs applicant commits to
Tax Year Number of Construction Number of non-gualifying |create meeting all criteria of
School Year | (Actual tax year) FTE's or man-hours Average annual wage rates| jobs applicant estimates it Sec. 313.021(3) Average annual wage of
Year (YYYY-YYYY) YYYY (specify) for construction workers will create (cumulative) (cumulative) new qualifying jobs
0 2014-2015 2014 0
- 0
Each year prior to start of
Value Limitation Period 0 2015-2016 2015
Insert as many rows &s necessary 1 50 FI‘EIS 35'000
0 2016-2017 2016
56 FTE's 35,000 15 25 42,000
| 2017-2018 2017
0 0 15 25 42,000
2 2018-2019 2018
0 0 15 25 42,000
3 2019-2020 2019 0 0 15 25 42,420
4 2020-2021 2020 0 0 15 25 42 844
Value Limitation Period
The quaiifying time penod coufd overlap the 5 2021-2022 2021 0 0 15 25 43,273
value fimitation period, -
6 2022-2023 2022 0 0 15 25 43,705
7 2023-2024 2023 0 0 15 25 44,142
8 2024-2025 2024 0 0 15 25 44,584
9 2025-2026 2025 0 0 15 25 45,030
10 2026-2027 2026 0 0 15 25 45.480
Years Followin by
A g through 2026-2041 2026-2040
Value Limitation Period 25
0 0 15 25 47,299

Notes: See TAC 9.1051 for definition of non-qualifying jobs.
Only include jobs on the project site in this school district.

1 Are the cumulative number of qualifying jobs listed in Column D less than the number of qualifying jobs required by statute? (25 D Yes D No

- qualifying jobs in Subchapter B districts, 10 qualifying jobs in Subchapter C districts)
If yes, answer the following two questions:
C1a. Will the applicant request a job waiver, as provided under 313.025(f-1)? D Yes D No

C1b. Will the applicant avail itself of the provision in 313.021(3)(F)? I:I Yes D No




Applicant Name
ISD Name

IKO Southwest Inc
HILLSBORO

Schedule D: Other Incentives (Estimated)

Form 50-296A

Revised Feb 2014

State and Local Incentives for which the Applicant intends to apply (Estimated)

Incentive Description

Taxing Entity

Beginning Year of

Duration of Benefit

Annual Tax Levy

Annual Incentive

Annual Net Tax Levy

{as applicable) Benefit without Incentive
county: N/A
Tax Code Chapter 311 City: NiA
Other; N/A
oyt “HILL ] e e 406,000 90% 40,600
Tax Code Chapter 312 city: HILLSBORO 2017]2017-2026 613,750 90% 61,375
other: HILL COLLEGE 2017|2017-2026 68,650 90% 6,865
County:
Local Government Code Chapters p—
380/381
Other:
FREEpPREXRIpIRGS ﬁ?fzrf%rrter;c:nsoertj fiéft;c g 2017 Fatpeiuly 515,000 145,000 370,000
Non-Annexation Agreements N/A
Enterprise Zone/Project
Economic Development Corporation
Texas Enterprise Fund 2016 2016 210,000
Employee Recruitment
Skills Development Fund
Training Facility Space and Equipment
Infrastructure Incentives
Permitting Assistance
Other:
Other:
Other:
Other:
TOTAL| 1,603,400 478,840

Additional information on incentives for this project:




IKO Southwest Inc

Chapter 313 Application to Hillsboro ISD

Cummings Westlake, LLC

TAB 15
Economic Impact Analysis, other payments made in the state or other economic
information (if applicable)

None

TAB TO APPLICATION FOR APPRAISED VALUE LIMITATION ON QUALIFIED
PROPERTY BY IKO SOUTHWEST INC TO HILLSBORO ISD



IKO Southwest Inc
Chapter 313 Application to Hillsboro ISD

Cummings Westlake, 1.1.C

TAB 16
Description of Reinvestment Zone or Enterprise Zone, including:

a) Legal description of reinvestment zone*
b) Order, resolution, or ordinance established the reinvestment zone*

¢) Guidelines and criteria for creating the zone
N/A for school district zone

See attached.

TAB TO APPLICATION FOR APPRAISED VALUE LIMITATION ON QUALIFIED
PROPERTY BY IKO SOUTHWEST INC TO HILLSBORO ISD



SZURGOT & PEEDE LAND SURVEYORS, LTD
125 N. COVINGTON STREET, P.0. BOX 533
HILLSBORD, TEXAS 76645
PHONE:; (254) 582-3231
FAX: (254) 582-3234

LEGAL DESCRIPTION

58.91 Acres

In the

Benjamin Sanders Survey, Abstract No, 836
City of Hillsboro, Hill County, Texas

All that certain tract or parcel of land located in the Benjamin Sanders Survey, Abstract No.
836, City of Hillsboro, Hill County, Texas, and being a part of a called 94.72 acre tract of land
(Tract A) conveyed by Welca Jean Farr and William Ray Allen to Lee Roy Jordan, D/B/A as Lee
Roy Jordan Interests, dated August 27, 1997, and being recorded in Volume 944, Page 192, of
the Official Public Records of Hill County, Texas, and being more particularly described as
follows:

BEGINNING at a mag-nail found in Old Highway No. 77 (Hill County Road 4343}, called to
be in the northerly line of said Benjamin Sanders Survey and the southetly line of the Ewen
Cameron Survey, Abstract No, 131 and being the northwest corner of a tract of land conveyed to
Percy Lee Curtis (First Tract) by deed recorded in Volume 346, Page 214, of the Deed Records
of Hill County, Texas, and being the northeast corner of said 94.72 acre tract;

THENCE South 30 degrees 54 minutes 07 seconds East (Directional Control Line), along the
common line between said Curtis tract and said 94.72 acre tract, for a distance of 1599.85 feet to
a 5/8" steel rebar found at a corner on the westerly line of Interstate Highway No. 35 (variable
width right-of-way), being the most easterly northeast corner of said 94.72 acre tract;

THENCE South 03 degrees 57 minutes 41 seconds West, along the westerly line of said
Interstate Highway No. 35, for a distance of 620.22 feet to a brass TXT-DOT monument found at
a corner on the northerly line of the old SF&L Railway (100 foot right-of-way) that is conveyed
to the City of Hillsboro by Quitclaim Deed recorded in Volume 912, Page 359, of the Official
Public Records of Hill County, Texas, and being the southeast corner ot said 94.72 acre tract;

THENCE South 79 degrees 25 minutes 53 seconds West, along the common line between said
Railway tract and said 94.72 acre tract, for a distance of 968.58 feet to a 1/2” steel rebar set at a
corner, being the southeast corner of Lot 4, Block 1, of Lee Roy Jordan Industrial Parls, an
addition to the City of Hillsboro according to the plat recorded in Slide 197-A, of the Plat
Records of Hill County, Texas, and being in the southerly line of said 94.72 acre tract and from
which a 1/2” steel rebar found at the southwest corner of said 94.72 acre tract bears South 79
degrees 25 minutes 53 seconds West at a distance of 1202.75 feet;

THENCE North 28 degrees 55 minutes 01 seconds West, along the easterly line of said Lot 4,
for a distance of 593.98 feet to a 5/8” steel rebar found at a corner, being the northeast corner of
said Lot 4;



THENCE South 59 degrees 39 minutes 48 seconds West, along the northerly line of said Lot 4,
passing the southeast corner of a tract of land described as Easement #1 recorded in Volume
1392, Page 772, of the Official Public Records of Hill County, Texas, continuing and passing the
northeasterly corner of a tract of land described as Easement #2 recorded in Volume 1392, Page
772, of the Official Public Records of Hill County, Texas, continuing in all for a total distance of
187.87 feet to a 5/8” steel rebar found at a corner on the northerly line of said Lot 4, being the
southeast corner of Lot 3, of said Block 1, the southwest corner of said Easement #1 and being in
a curve to the left having a radius of 399.57 feet;

THENCE in a northwesterly direction along said curve to the left, for an arc distance of 35.63
feet and having a chord bearing of North 29 degrees 56 minutes 26 seconds West and a chord
distance of 35.62 feet to a 5/8” steel rebar found at a corner at the end of said curve;

THENCE North 29 degrees 40 minutes 05 seconds West, along the easterly line of said Lot 3
and the westerly line of said Easement #1, for a distance of 669.02 feet to an “X” cut in concrete
set at a corner on the southerly line of Lot 2, of said Block 1, and being the northwest corner of
said Easement #1;

THENCE North 61 degrees 29 minutes 02 seconds East, along the southerly line of said Lot 2
and the northerly line of said Easement #1, passing the southeast corner of said Lot 2, continuing
in all for a total distance of 82.30 feet to a 5/8" steel rebar found at a corner, being the northeast
corner of said Easement #1, and the southeast corner of the proposed Replat of Lot 2;

THENCE North 30 degrees 18 minutes 31 seconds West, partially along a fence line and the
easterly line of said proposed Replat of Lot 2, at 437.02 feet passing an “X* cut found in a
concrete flume for the northeast corner of said proposed Replat of Lot 2 and the southerly line of
the aforementioned Old Highway No. 77, continuing in all for a total distance of 487.70 feet to a
mag-nail set in said Old Highway No. 77 and the northerly line of the aforementioned 94.72 acre
tract;

THENCE North 59 degrees 36 minutes 59 seconds East, along said Old Highway No. 77 and
the northerly line of said 94.72 acre tract, for a distance ot 1327.81 feet to the point of beginning,
and containing 58.91 aces of land, of which approximately 1.55 acres of land lies within said Old
Highway No. 77, as surveyed by Szurgot & Peede Land Surveyors, LTD., in March and April of
2013.

Bears for this survey are based on Texas State Plain North Central Zone Coordinates.

Donny Peede, Texas RPLS No. 5137



SZURGOT & PEEDE LAND SURVEYORS, LTD
125 N. COVINGTON STREET, P.0. BOX 533
HILLSBORO, TEXAS 76645
PHONE: (254) 582-3231
FAX: (254) 582-3234

LEGAL DESCRIPTION

2.43 Acres

In the

Benjamin Sanders Survey, Abstract No. 8§36
City of Hillsboro, Hill County, Texas

All that certain tract or parcel of land located in the Benjamin Sanders Survey, Abstract No. 836, City
of Hillsboro, Hill County, Texas, and being a part of Lot 4, Block [, of Lee Roy Jordan Industrial Park,
an addition to the City of Hillsboro, Hill County, Texas, according to the plat recorded in Slide 197-A, of
the Plat Records of Hill County, Texas, and being more particularly described as follows:

BEGINNING at a 1/2" steel rebar set at a corner on the northerly line of the old SF&L Railway (100
foot right-of-way) that is conveyed to the City of Hillsboro by Quitclaim Deed recorded in Volume 912,
Page 359, of the Official Public Records of Hill County, Texas, from which a 1/2” steel rebar found at
the southeast corner of said Lot 4 bears North 79 degrees 25 minutes 53 seconds East at a distance of
87.69 feet;

THENCE South 79 degrees 25 minutes 53 seconds West, along the northerly line of said Railway tract
and the southerly line of said Lot 4, for a distance of 492.03 feet to a 1/2” steel rebar set at a corner on
the easterly side of a tract of land described as Easement #2 in a deed recorded in Volume 1392, Page
772, of the Official Public Records of Hill County, Texas, and being in a curve to the left, having a radius
of 507.50 feet;

THENCE in a northeasterly direction along said curve to the lett, for an arc distance of 609.30 feet and
having a chord bearing of North 15 degrees 44 minutes 26 seconds East and a chord distance of 573.36
feet to a 1/2” steel rebar set at a corner on the northerly line of said Lot 4, and the southerly line of a tract
of land described as Easement #1, recorded in Volume 1392, Page 772, of the Official Public Records of
Hill County, Texas, and from which a 5/8" steel rebar found at the southeast corner of Lot 3, of said
Block 1 bears South 59 degrees 39 minutes 48 seconds West at a distance of 40,58 feet;

THENCE North 59 degrees 39 minutes 48 seconds East, along the northerly line of said Lot 4, for a
distance of 49.91 feet to a 1/2” steel rebar set at a corner from which a 5/8” steel rebar found at the
southeast corner of said Lot 4 bears North 59 degrees 39 minutes 48 seconds East at a distance of 97.38
feet;

THENCE South 30 degrees 21 minutes 04 seconds East, partially along fence line, for a distance of
564.14 feet to the point of beginning, and containing 2.43 acres of land, as surveyed by Szurgot & Peede
Land Surveyors, LTD,, in March and April of 2013.

Bears for this survey are based on Texas State Plain North Central Zone Coordinates.

Donny Peede, Texas RPLS No. 5137
Job No. 030913B DRP



SZURGOT & PEEDE LAND SURVEYORS, LTD
125 N. COVINGTON STREET, P.O. BOX 533
HILLSBORO, TEXAS 76645
PHONE: (254) 582-3231
FAX: (254) 582-3234

LEGAL DESCRIPTION

1.20 Acres

In the

Benjamin Sanders Survey, Abstract No. 836
City of Hillsboro, Hill County, Texas

All that certain tract or parcel of land located in the Benjamin Sanders Survey, Abstract No. 836, City
of Hillsboro, Hill County, Texas, and being a part of Lot 4, Block 1, of Lee Roy Jordan Industrial Park,
an addition to the City of Hillsboro, Hill County, Texas, according to the plat recorded in Slide 197-A, of
the Plat Records of Hill County, Texas, and being more particularly described as follows:

BEGINNING at a [/2” steel rebar found at a corner on the northerly line ot the old SF&L Railway (100
foot right-of-way) that is conveyed to the City of Hillsboro by Quitclaim Deed recorded in Volume 912,
Page 359, of the Official Public Records of Hill County, Texas, being the southeast corner of said Lot 4
and the southwest corner of the remainder tract (Tract A) conveyed to Lee Roy Jordan by deed recorded
in Volume 944, Page 192, of the Official Public Records of Hill County, Texas;

THENCE Socuth 79 degrees 25 minutes 53 seconds West, along the northerly line of said Railway tract
and the southerly line of'said Lot 4, for a distance of 87.69 feet to a 1/2” steel rebar set at a corner;

THENCE North 30 degrees 21 minutes 04 seconds West, partially along a fence line, for a distance of
564.14 feet to a 1/2” steel rebar set at a corner on the northerly line of said Lot 4, being the southeast
corner of an easement tract, described as Easement #1, recorded in Volume 1392, Page 772, of the
Official Public Records of Hill County, Texas;

THENCE North 39 degrees 39 minutes 48 seconds East, along the northerly line of said Lot 4, for a
distance of 97.38 feet to a 5/8” steel rebar found at a corner, being the northeast corner of said Lot 4;

THENCE South 28 degrees 55 minutes 01 seconds East, along the easterly line of said Lot 4, for a
distance of 593.98 feet to the point of beginning, and containing 1.20 acres of land, as surveyed by
Szurgot & Peede Land Surveyors, LTD., in March and April of 2013,

Bears for this survey are based on Texas State Plain North Central Zone Coordinates.

Donny Peede, Texas RPLS No. 5137
Job No. 030913A DRP
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IKO Southwest Inc
Chapter 313 Application to Hillsboro ISD

Cummings Westlake, LLC

TAB 17

Signature and Certification page, signed and dated by Authorized School District
Representative and Authorized Company Representative (applicant)

TAB TO APPLICATION FOR APPRAISED VALUE LIMITATION ON QUALIFIED
PROPERTY BY IKO SOUTHWEST INC TO HILLSBORO ISD



‘I.; Griomic I‘u;lnpm it
sneidnalysis

Form.S0-296:A

'SECTION 16; Authorized Signatures and Applicant Certification.

After the application and schedules aré compléte, an.authorized reprasentative from the schaol district and the business should review the application doeu-
ments and complete {his aulhorization page. Atlach thé completed autfiorizallon page in Tab 17. NOTE: {f you amend your appiication, you will nesd lo
obtain new signatures and resubmit this pags, Section 18, with the amendment request.

1. Authorized School District Representative Signature

| am the authorized rapresantalive for the school distrct lo which: this applicalion is being submittad. | understand thaf this applicalion is a government
record as-defined in Chapter 37 of the Texas Penal Code.

Kre.,'.:: P Dr. James Gllc{eqfse Superintendent
 Pant ffaiye (Authofy ol District Fapresentative) Tila

sign =

here ® os- 281+

Slgnatyrg (Aufhorized Schoo! District Represantative) Date

2. Authorized Cgmpany Reprasentative (Applicant) Signature and Notarizatlon

I am the-aulhonzed representative for the business entity for the purpose of filling this application. | understand that this application is 2 government

record s defined in Chapter 387 of the Texas Panal Coda, The informatian contalned In this application and schedules s frue and correct to the best of
my knowledge and bélief.

| hereby cerlily and affirm thal the business enlity | rapresent Is in good standing undar tha laws of the state in which lne business entily was organized
and that na delinquent taxes are awad 16 the Stale of Texas,

ity -
treP Ron Healey ‘ Treasurer
Prinl.Name (Authdrized Campany Represgnlative (Applicant)) i Tille
sign /,, /
here ® S/ETNY

Signaiure YAuthbribed Goipany Repraseniotive {Appiicant)) Dats

GIVEN under my hand and seal of offios this, the

?\gmday of %LL - 2_—“‘{‘

lh:lnand ol the latanl'l‘mas

pimission expiras: %‘J&lﬁ/m e

It you malée a false stateinent on this application, you could be found guilty of a Class A misdemeanor or a state Jail felany under Texas Penal
Code Sectipn 3710,

{Notary. Seal)

; JXINE B, RABIR TV
135104 mms M!
;mm SSN A1
!

ITARY. PUBLIT
STAIL  DF  DELAWARE

— 2D Gy

s infarmation, visit oir websi

www.TexasAhead.org/tax. programs/chapter31as - - -

l'agc*ﬂ"ﬁﬂ-%‘-ﬁ- s (2140


www.TexasAhead.org/tax_pr_ograms/chapter313

Attachment B

Franchise Tax Account Status



11/4/2014

Franchise Tax Account Status

Franchise Tax Account Status

As of: 11/04/2014 10:32:14 AM

This Page is Not Sufficient for Filings with the Secretary of State

-

Texas Taxpayer Number
Mailing Address

Right to Transact Business
in Texas

State of Formation

Effective SOS Registration
Date

Texas SOS File Number
Registered Agent Name

Registered Office Street
Address

IKO SOUTHWEST INC
10206360074

6 DENNY RD STE 200
WILMINGTON, DE 19809-3444

ACTIVE

DE
Not Registered

Not Registered
Not on file

https://mycpa.cpa.state.tx.us/coa/servleticpa.app.coa.CoaGetTp


https://mycpa.cpa.state.tx.us/coa/servleVcpa.app.coa.CoaGetTp

Attachment C

State Comptroller’s Certification




s US AN TEXAS COMPTROLLER 0f PUBLIC ACCOUNTS

C OMUB § PO Box 13528 » AusTiN, TX 7B711-3528

August 7, 2014

Dr. James Gilcrease

Superintendent

Hillsboro Independent School District
121 East Franklin Street

Hillsboro, TX 76645

Dear Superintendent Gilcrease:

On June 10, 2014, the Comptroller issued written notice that [IKO Southwest, Inc. (the applicant)
submitted a completed application (Application #1006) for a limitation on appraised value under the
provisions of Tax Code Chapter 313'. This application was originally submitted on April 7, 2014, to the
Hillsboro Independent School District (the school district) by the applicant.

This presents the results of the Comptroller’s review of the application and determinations required:
1) under Section 313.025(h) to determine if the property meets the requirements of Section 313.024
for eligibility for a limitation on appraised value under Chapter 313, Subchapter C; and
2) under Section 313.025(d), to issue a certificate for a limitation on appraised value of the property
and provide the certificate to the governing body of the school district or provide the governing
body a written explanation of the comptroller’s decision not to issue a certificate, using the
criteria set out in Section 313.026.

Determination required by 313.025(h)

Sec. 313.024(a) Applicant is subject to tax imposed by Chapter 171.
Sec. 313.024(b) Applicant is proposing to use the property for an eligible project.
Sec. 313.024(d) Applicant has committed to create the required number of new qualifying jobs

and pay all jobs created that are not qualifying jobs a wage that exceeds the
county average weekly wage for all jobs in the county where the jobs are located.
Sec. 313.024(d-2) Not applicable to Application #1006.

Based on the information provided by the applicant, the Comptroller has determined that the property
meets the requirements of Section 313,024 for eligibility for a limitation on appraised value under
Chapter 313, Subchapter C.

Certificate decision required by 313.025(d)

Determination required by 313.026(c)(1)

The Comptroller has determined that the project proposed by the applicant is reasonably likely to generate
tax revenue in an amount sufficient to offset the school district maintenance and operations ad valorem

tax revenue lost as a result of the agreement before the 25th anniversary of the beginning of the limitation
period. See Attachment B.

! All statutory references are to the Texas Tax Code, unless otherwise noted.

WWW WINDOW STATE.TX US 512-463-4000 * TOLL FREE  1-800-53|-544) « Fax, 512-483-4965



http:STATE.TX

Determination required by 313.026(c)(2)

The Comptroller has determined that the limitation on appraised value is a determining factor in the
applicant's decision to invest capital and construct the project in this state. See Attachment C.

Based on these determinations, the Comptroller issues a certificate for a limitation on appraised value.,
This certificate is contingent on the school district's receipt and acceptance of the Texas Education
Agency’s determination per 313.025(b-1).

The Comptroller’s review of the application assumes the accuracy and completeness of the statements in
the application. If the application is approved by the school district, the applicant shall perform according
to the provisions of the Texas Economic Development Act Agreement (Form 50-286) executed with the
school district. The school district shall comply with and enforce the stipulations, provisions, terms, and
conditions of the agreement, applicable Texas Administrative Code and Chapter 313, per TAC
9.1054(i)(3).

This certificate is no longer valid if the application is modified, the information presented in the
application changes, or the limitation agreement does not conform to the application. Additionally, this
certificate is contingent on the school district approving and executing the agreement within a year from
the date of this letter.

Note that any building or improvement existing as of the application review start date of June 10, 2014, or
any tangible personal property placed in service prior to that date may not become *“Qualified Property”
as defined by 313.021(2) and the Texas Administrative Code.

Should you have any questions, please contact Robert Wood, director of Economic Development &
Analysis Division, by email at robert.wood @cpa.state.tx.us or by phone at 1-800-531-5441, ext. 3-3973,
or direct in Austin at 512-463-3973.

Sincerely,

Deppty Comptroller
Eng¢losure

cc: Robert Wood


mailto:robert.wood@cpa.state.tx.us

Attachment A — Economic Impact Analysis
This following tables summarizes the Comptroller’s economic impact analysis of IKO Southwest, Inc, (the project)
applying to Hillsboro Independent School District (the district), as required by Tax Code, 313.026 and Texas
Administrative Code 9.1055(d)(2).

Table 1 is a summary of investment, employment and tax impact of IKO Southwest, Inc.

Applicant IKO Southwest Inc,
Tax Code, 313.024 Eligibility Category Manufacturing

School District Hillsboro ISD
2011-12 Enrollment in School District 1,970
County Hill

Proposed Total Investment in District

$145,950,000

Proposed Qualified Investment $78,000,000
Limitation Amount $20,000,000
Number of new qualifying jobs committed to by applicant 25
Number of new non-qualifying jobs estimated by applicant 15
Average weekly wage of qualifying jobs committed to by applicant $807.69
Minimum weekly wage required for each qualifying job by Tax

Code, 313.021(5)(A) $805
Minimum annual wage committed to by applicant for qualified jobs $42,000
Minimum weekly wage required for non-qualifying jobs $665
Minimum annual wage required for non-qualifying jobs $34,567
Investment per Qualifying Job $5,838,000

Estimated M&O levy without any limit (15 years)

$10,183,851

Estimated M&O levy with Limitation (15 years)

$4,541,039

Estimated gross Mé&O tax benefit (15 years)

$5,642,812




Table 2 is the estimated statewide economic im

act of IKO Southwest, Inc. (modeled).
Employment Personal Income
Year | Direct |Indirect + Induced| . Total Direct Indirect + Induced Total
2014 0 0 0 $0 $0 $0
2015 150 161 311]  $5,250,000 $11,750,000 $17,000,000
2016 81 507 588  $3,010,000 $44,990,000 $48,000,000}
2017 25 530 555|  $1,050,000 $48,950,000 $50,000,000
2018 23 573 598  $1,050,000 $54,950,000 $56,000,000
2019 25 580 605  $1,060,500 $58,939,500 $60,000,000
2020 25 584 609]  $1,071,100 $62,928,900 $64,000,000|
2021 25 592 617)  $1,081,825 $66,918,175 $68,000,000
2022 25 584 609  $1,092,625 $68,907,375 $70,000,000
2023 25 573 598/  $1,103,550 $70,896,450 $72,000,000|
2024 25 569 594  $1,114,600 $72,885,400 $74,000,000
2025 25 569 594  $1,125,750 $75,874,250 $77,000,000
2026 25 571 596]  $1,137,000 $80,863,000 $82,000,000
2027 25 586 6111  $1,182475 $84,817,525 $86,000,000
2028 25 596 621|  $1,182475 $88,817,525 $90,000,000
2029 25 602 627] $1,182475 $93,817,525 $95,000,000

Source: CPA, REMI, IKO Southwest, Inc.

Table 3 examines the estimated direct impact on ad valorem taxes to the region if all taxes are assessed.

Table 3 Fstimated Direct Ad Valorem Taves without property tax incentives
Estimaled | FEstimated Hillshora Hillshoro 1SD Hill County Jr.
Taxohle Value | Taxable Value ISDI&S | Hillsboro 5D | M&O and IXS | Hill County Tax| College Tax | City of Hillsboro | Estimated Total
Year [ for IS for M&O TaxLeyy | M&O ToxLevy | Tax Levies Levy Leyy TaxLewy | Property Taves
TaxRate'| 02600 1,1500 05413 00915 0.8183
015 $500,000 $500,000 $1,300 $5.750 $7,030 $2.101 #4358 §4,002 $14,306
W006]  $245000000  $24,500,000 $63,700 $281,750 $§345450) 132,62 $124 $200491 $700.983
W7| 785525000  $78,552,500 SI4.237 903354 5110759 $425,214 $71,887 $642.819 $LU7 510
W8 | §76263,163)  $76.263,163 $198.284 8706 LAl 41287 $69,791 $624,085 $2,182,009
009  §$4002250)  §M042,25 §192,510 831486 $1043996 $400,800 $67,759 $605,911 §2,118465
000]  §T88774]  §71887,74 $186,908 826,700 SLOI3617 $380,137 $65,787 §388, 2080 $2,056,821
2020  $69.791,002  $69,791,09 $I81,457) $802,598 $984,054 $377,788) $63,869 571,11 $1,996.833
00| $677513600  $67.7513 $176,169 $779,210 $935,379 $366,779 $62,007 §534479 193864
00| 65784630 $65,784,6%) $171,40 $756,523 $927,563 $356,100 $60,202 $338,336 $1,882.202
04| $63871,100]  $63,871,100 $166,065 $7134518 $900,383 $345,742 $38.451 $52,671 $1,827452
W05|  $E20149671  $62014.967 §161,239) §13112 $874Al $335,6%4 $56,752 $307,488 $1,774.346
6| 860214518  $60214,518 §156,558 $692,467 $849,025 $325.948 §55,109 $92,754 $1722832
07|  $BA6B08Y  $58468,082 $152017 $672,383 824,400 $316.4% $53,506 $178,462 1,672,964
08| 3967740401  §56,774,040 147,613 $652.901 $800,514 $301.35 §51,956 $d64,600) $1,624.3%
9| $55,130818  $55,130818 $143.340 634,004 $177.345 $298.430) $50452, $451,153 $1.57.39
Total]  $12,486,287|  §4,793,601 $810404]  §7.246,749)  $25337,040

Source: CPA, IKO Southwest, Inc.
'"Tax Rate per $100 Valuation

Table 4 examines the estimated direct impact on ad valorem taxes to the school district and Hill County, with all
property tax incentives sought being granted using estimated market value from the application. The project has
applied for a value limitation under Chapter 313, Tax Code and tax abatement with the county, Hill County Jr.



College, and the City of Hillsboro. The difference noted in the last line is the difference between the totals in Table

3 and Table 4.,
Table 4 Bstimated Direct Ad Valorem Taxes with all property fax incentives sought
Estimated Estimated Hillshoro Hillsboro ISD Hill County Jr.
Taxable Value | Taxable Value ISD1&S | HillsborolSD | M&O andI&S | Hill County Tax| College Tax | City of Hillsboro | Fstimated Total
Year | forI&S for M&O TaxLevy | M&O TaxLewy | TaxLevies Levy Levy Tax Leyy Property Taxes
TaxRate'| 02600 1.1500 05413 0.0915 0.8183
2015 $500,000 $500,000 $1,300 $5,150 $1,050 $2,707 $H58 4,002 $14,306
2016 524,500,000 $24,500,000 $63,700 $281,750 345,430 $132,621 §22421 $200491 $700,983
2017 $78,552,500]  $20,000,000 $204,237 £230,000 $434,237 $2.521 §7,189 $64,282 $548,229
2018 $76,263,163)  $20,000,000 $198,284 $230,000 428,284 $41,282 $6,979 $62,409 $538,954
2019 §74,042,252)  $20,000,000 $192,510 $230,000 $422,510 $40,080) $6,776| 560,391 $529951
2020 $71,887,724)  $20,000,000] $186,908 $230,000 416,908 $38914 $6,579 $58,828 $521,128
2021 $69791,092(  $20,000,000( $181,457| $230,000 $411,457 $31.119 $6,387 357,112 §312,733
2022 $67,757,360]  $20,000,000 $176,169] $230,000 $406,169 $36,678 $6,201 §55, 448 $304,496)
013 $65,784,639] 520,000,000 $171,040 $230,000 $401,040, $35,610 §6,020 $53,834 $496,504
2024 $63,871,100]  §20,000,000 $166,005 $230,000 $396,065 $34,574 §5,843 $52,268 $488,752
2025 $62,014,967|  $20,000,000 $161,239 $230,000 $391.239 $33.569 $5,673 $30,749 $481,232
2026 §60,214,518]  $20,000,000 $156,558 $230,000 386,558 $32,595 $5,510 $49.275 $473,.938
200 $58.468082)  §38,468,082 $152017 $672,383 $824.400 $316495 $53,506| 3478462 $1,672,864
2028 $36,774,040]  $56,774,040, $147,613 $652,901 $800,514 $307,325 §51,956 $464,600 $1,624,394
2029 $35,130,818)  §55,130818 $143,340 $634,004 $777,45 $208,430 $50,452 $451,153 31,577,379
TotnlI $6,849,225]  $1,431,180 $241,955 $2,163,592|  $10,685.951
Dif|  $5637,062]  $3362421 $568450 $5,083,156]  $14,651,089
Assumes School Value Limitation and Tax Abatements with Hills County, Hill County Jr. College and the City of Hillsboro.

Source: CPA, IKO Southwest, Inc.
'Tax Rate per $100 Valuation

Disclaimer: This examination 1s based on information from the application submitted to the school district and
forwarded to the comptroller. It is intended to meet the statutory requirement of Chapter 313 of the Tax Code and is

not intended for any other purpose.




Attachment B - Tax Revenue over 25 Years

This represents the Comptroller's determination that IKO Southwest Inc. (project) is reasonably likely to generate,
before the 25th anniversary of the beginning of the limitation period, tax revenue in an amount sufficient to offset
the school district maintenance and operations ad valorem tax revenue lost as a result of the agreement. This
evaluation is based on an analysis of the estimated M&O portion of the school district property tax levy directly
related to this project, using estimated taxable values provided in the application.

Estimated ISD M&O

Estimated ISD M&0O

Estimated ISD M&0
Tax Levy Loss as

Estimated ISD M&0O
Tax Levy Loss as

levy loss as a result of the limitation agreement?

et i Lt::vn:::;rated ™ (I;lv:‘j:;i:;ted Result of Agreement | Result of Agreement
{Annual) {Cumulative)
’ 2014 S0 S0 S0 S0
ﬂ:’:t::::: 2015 $5,750 $5,750 $0 %0
2016 $281,750 5287,500 S0 S0
2017 $230,000 $517,500 $673,354 5673,354
2018 $230,000 $747,500 5647,026 $1,320,380
2019 $230,000 $977,500 $621,486 $1,941,866
2020 $230,000 $1,207,500 $596,709 52,538,575
Limitation Period| 2021 $230,000 51,437,500 $572,598 53,111,172
(10 Years) 2022 $230,000 $1,667,500 $549,210 $3,660,382
2023 $230,000 $1,897,500 5526,523 $4,186,905
2024 $230,000 $2,127,500 $504,518 54,691,423
2025 $230,000 §2,357,500 5483,172 $5,174,595
2026 $230,000 $2,587,500 5462,467 §5,637,062
2027 $672,383 53,259,883 S0 $5,637,062
Maintain Viable 2028 $652,901 $3,912,784 1) $5,637,062
Presence 2029 $634,004 $4,546,789 S0 45,637,062
(5 Years) 2030 $615,674 $5,162,463 50 $5,637,062
2031 $597,894 5,760,357 50 $5,637,062
2032 $580,647 56,341,004 S0 551637,062
2033 $563,918 $6,904,922 S0 45,637,062
2034 $547,690 57,452,612 S0 $5,637,062
Additional Years| 2035 $531,950 57,984,562 S0 $5,637,062
as Required hy 2036 $516,681 58,501,243 S0 $5,637,062
313.026(c)(1) 2037 $501,871 $9,003,114 S0 $5,637,062
(10 Years) 2038 $487,505 59,490,618 50 $5,637,062
2039 $473,569 59,964,188 50 55,637,062
2040 $460,052 510,424,240 S0 45,637,062
2041 $446,941 $10,871,181 50 55,637,062
$10,871,181 is greater than $5,637,062
Analysis Summary
Is the project reasonably likely to generate tax revenue in an amount sufficient to offset the M&O Yes

Source: CPA, IKO Southwest, Inc.

Disclaimer: This examination is based on information from the application submitted to the school district and forwarded to
the comptroller. It is intended to meet the statutory requirement of Chapter 313 of the Tax Code and is not intended for any

other purpose.




Attachment C - Limitation as a Determining Factor

Tax Code 313.026 states that the Comptroller may not issue a certificate for a limitation on appraised
value under this chapter for property described in an application unless the comptroller determines that
“the limitation on appraised value is a determining factor in the applicant's decision to invest capital and
construct the project in this state.” This represents the basis for the Comptroller’s determination.

Methodology
Texas Administrative Code 9.1055(d) states the Comptroller shall review any information available to the
Comptroller including:
o the application, including the responses to the questions in Section 8 (Limitation as a Determining
Factor);
e public documents or statements by the applicant concerning business operations or site location
issues or in which the applicant is a subject;
» statements by officials of the applicant, public documents or statements by governmental or
industry officials concerning business operations or site location issues;
» existing investment and operations at or near the site or in the state that may impact the proposed
project;
= announced real estate transactions, utility records, permit requests, industry publications or other
sources that may provide information helpful in making the determination; and
e market information, raw materials or other production inputs, availability, existing facility
locations, committed incentives, infrastructure issues, utility issues, location of buyers, nature of
market, supply chains, other known sites under consideration.

Determination

The Comptroller determined that the limilation on appraised value is a determining factor in the IKO
Southwest Inc.’s decision to invest capital and construct the project in this state. This is based on the
information available, including information provided by the applicant. Specifically, the comptroller notes
the following:

e According to the company they are looking to expand their market share in the US and have been
offered extensive incentives totaling approximately $18 million to build the new factory in Hugo,
Oklahoma,

e The applicant just finished construction of a plant in Alabama and has three other asphalt shingle
plants in the US, four in Canada and two in Europe. The Hillsboro factory would be the
company'’s fifth manufacturing factory in the US. They have the ability to invest, locate and
develop new manufacturing factories in numerous locations throughout the United States, Canada
and Europe

e The applicant has a Tax Code 312 agreement with Hill College and seeking a Tax Code 312
agreements with the City of Hillsboro and Hill County
The applicant is also seeking an incentive from the Texas Enterprise fund

e The applicant does not indicate in the application if the limitation on appraised value is a
determining factor

Supporting Information
a) Section 8 of the Application for a Limitation on Appraised Value
b) Attachments provided in Tab 5 of the Application for a Limitation on Appraised Value
¢) Additional information provided by the Applicant or located by the Comptroller
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Executive Summary

IKO Southwest, Inc. (Company) has requested that the Hillshoro Independent School Distirct
(HISD) consider granting a property value limitation under Chapter 313 of the Tax Code, also
known as the Texas Economic Development Act. In an application submitted to HISD on April
22, 2014 the Company plans to invest $78.6 million to construct a facility that will
manufacture asphalt roofing shingles. Moak, Casey & Associates (MCA) has been retained to
prepare an analysis of this value limitaiton and help the district navigate the overall
application and agreement process.

The IKO Southwest project is consistent with the state's goal to “encourage large scale capital
investments in this state.” When enacted as House Bill 1200 in 2001, Chapter 313 of the Tax
Code granted eligibility to companies engaged in manufacturing, research and development,
and renewable electric energy production to apply to school districts for property value
limitations, Subsequent legislative changes expanded eligibility to clean coal projects, nuclear
power generation and data centers, among others.

Under the provisions of Chapter 313, HISD may offer a minimum value limitation of $20
million. This value limitation, under the proposed application, will begin in the 2017-18
school year and remain at that level of taxable value for Maintenance and Operations (M&O)
tax purposes for ten years. The entire project value will remain taxable for I&S or debt service
purposes for the term of the agreement (and thereafter).

MCA’s initial school finance analysis is detailed in this report. The overall conclusions are as
follows, but please read all of the subsquent details in the report below for more information,

Vi

Total Revenue-Loss Payment owed to HISD $771,363

Total Savings to Company after Revenue-Loss Payment $4,865,699

-

Application Process

After the school district has submitted an application to the Comptroller's Office
(Comptroller), the Comptroller begins reviewing the application for completeness. The
purpose of this review is to ensure all necessary information and attachments are
included in the application before moving forward with the formal review process. At the
time the application is determined complete—typically 4-6 weeks after receipt—the
Comptroller will deliver a Completeness Letter to the company and the school district.

The issuance of a Completeness Letter is important because it sets the timeline for the
rest of process. From the date of issuance, the Comptroller has 90 days to conduct its full
review of the project and provide its certificate for a limitation on appraised value. After
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the certificate is received, the district has until the 150% day from the receipt of the
Completeness Letter or until December 315t whichever is earlier, to adopt an agreement.

Each value limitation agreement is unique and to ensure the proper revenue-loss
protection and maximum supplemental benefits are in place, an understanding of the
school district’s finances and a thorough knowledge of the Ch. 313 statute are required.
MCA and 0'Hanlon, McCollom & Demerath will make every effort to ensure the best
interests of HISD are secured. After the Comptroller's certificate is received, O'Hanlon,
McCollom & Demerath will contact the school district to discuss the value limitation
agreement and begin negotiations with the Company, under the direction of the District.
A final version of the agreement must be submitted to the Comptroller for review 30 days
prior to final adoption by the school district’s board of trustees.

At the final board meeting, the school board will review the Value Limitation Agreement
and Findings of Fact that detail the project’s conformance with state law. Prior to this
meeting, 0'Hanlon, McCollom & Demerath will provide the district with the necessary
agenda language and any additional action items that are needed for board consideration
and action.

How the 313 Agreement Interacts with Texas School Finance

M&O funding for Texas schools relies on two methods of finance: local school district
property taxes and state aid. State aid consists of three components: Tier I, Tier 1I and
additional state aid for tax reduction.

Tier I provides state funding based on ADA and special student populations, as well as
transportation. The local funds for Tier | are M&O taxes raised at the compressed tax rate—
$1.00 per $100 of taxable value for most school districts (less any recapture payments owed
to the state from high property-wealth school districts).

Tier Il guarantees a specific amount of funding per student in weighted average daily
attendance for each penny of a school district’s tax effort above a specified level. There are
two levels of Tier II funding—funding under the six so-called golden pennies and the eleven
so-called copper pennies. Voter approval is required in most cases to access the last two
golden pennies and the eleven copper pennies.

Additional State Aid for Tax Reduction (ASATR) guarantees a school district a set amount
of state and local M&O funds per student in weighted average daily attendance to compensate
for the mandatory reduction in, or compression of, the local M&O tax rate that was adopted
in 2005 or 2006. For more detailed information on the school finance funding system, please
review the Texas Education Agency’s School Finance 101: Funding of Texas Public Schools.
For the 2014-15 school year it is estimated that 230 school districts will receive ASATR hold-
harmless funding ($335 million in state funding). ASATR funding is expected to be eliminated
by the 2017-18 school year under current law.

Based on the estimates presented below, HISD is not expected to receive ASATR funding
under either the base case or limitation model calculations. Under the proposed value
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limitation, ASATR funding would expire under current law before the value limitation takes
effect in the 2017-18 school year.

For a school district that approves a Chapter 313 value limitation, the first year is often
problematic financially. The implementation of the value limitation often results in an M&O
revenue loss to the school district in the first year of the limitation that would not be
reimbursed by the state, but require some type of compensation from the Company under
the revenue protection provisions of the agreement. This is because the general school
finance formula system calculates state aid entitlements using the property value for the
preceding year as certified by the Comptroller.

In most instances smaller revenue losses would be anticipated in years 2-10 of the limitation
when the state M&O0 property values are aligned at the minimum value established by the
Board on both the local tax roll and the corresponding state property value study. If the full
alue of the project increases signi tly during the value limitati i the
enue losses may be greater than originally estimated. This do be

the case for the IKO Southwest project, based on the estimated taxable value schedule
included in the Company’s application.

A taxpayer receiving a value limitation pays M&O taxes on the reduced value for the project
in years 1-10. The Company will receive a tax bill for I1&S taxes based on the full project
value throughout the qualifying and value limitation period (and thereafter).

Future legislative action on school funding could potentially affect the impact of the
value limitation on the school district’s finances and result in revenue-loss estimates
that differ from the estimates presented in this report.

Underlying School District Data Assumptions

A key element in any analysis of the school finance implications of a Chapter 313 agreement
is the provision for revenue protection in the agreement between the school district and the
applicant. The agreement calls for a calculation of the revenue impact of the value limitation
in years 1-10 of the agreement, under whatever school finance and property tax laws are in
effect in each of those years. This meets the statutory requirement under Section
313.027(f)(1) of the Tax Code to provide school district revenue-protection language in the
agreement. This approach also reduces guess work as to future changes in school finance
and property tax laws.

Student enrollment counts are held constant at 1,812 students in average daily attendance
(ADA) in analyzing the effects of the project on the finances of HISD. The District’s local tax
base reached $573.8 million for the 2014 tax year (the most recent year available) and is
maintained at that level for the forecast period in order to isolate the effects of the property
value limitation. An M&O tax rate of $1.15 per $100 is used throughout this analysis for the
limitation years. HISD has estimated 2014-15 state property wealth per weighted ADA or
WADA of approximately $196,727, which is below the state average. Given its relatively low
property wealth per student, HISD is not considered a Chapter 41 or recapture district
under the school finance system. Table 1 summarizes the enrollment and property value
assumptions for the 15 years that are the subject of this analysis.
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The M&O tax rate for the 2027-28 school year reflect the impact of the Chapter 313 project
value returning to the total tax roll for M&O funding purposes, which could resultin a lower
M&OQ tax rate under the current tax rollback calculations. For the purposes of these
estimates, it is assumed that the current M&O tax rate in year 11 of the limitation agreement
would be reduced slightly from the $1.15 per $100 M&O rate shown in Table 1 to $1.10 and
then return to the $1.15 M&O tax rate in the 2028-29 school year. The lower M&O rate is
reflected for that year in the limitation model shown below.

The general approach used here to analyze the future revenue stream of the school district
under a value limitation is to maintain static enrollment and property values in order to
isolate the effects of the value limitation under the school finance system. ASATR is

continued under the current funding elements until the 2017-18 school year, although it is

not a factor for HISD in these calculations, as noted previously.

Table 1 - Base District Information with IKO Southwest Project Value and Limitation Values

CPTD

Value CPTD

with Value

M&0O CAD Value Project with
Year of School Tax 1&S Tax CAD Value with CPTD with CPTD With per Limitation
Agreement Year ADA WADA Rate Rate with Project Limitation Project Limitation WADA per WADA

Pre-Year1 2016-17 1,812.10 2,653.48 $1.1500 $0.2600 $573,787,305 $573,787,305 $552,688,618 $552,688,618 $208,288 $208,288 |

1 2017-18 1,812.10 2,653.48 $1.1500 $0.2600 $652,339,805 $593,787,305 $552,688,618 $552,688,618 $208,288 $208,288
) 2018-19 1,812.10 2,6563.48 $1.1500 $0.2600 $650,050,468 $593,787,305 $631,241,118 $572,688,618 $237,892 $215,826
3 2019-20 1,812.10 2,653.48 $1.1500 $0.2600 $647,829,557 $593,787,305 $628,951,781 $572,688,618 $237,029 $215,826
4 2020-21 1,812.10 2,653.48 $1.1500 §$0.2600 $645,675,029 $593,787,305 $626,730,870 $572,688,618 $236,192 $215,826
5 2021-22 1,812.10 2,653.48 $1.1500 $0.2600 $643,578,397 $593,787,305 $624,576,342 $572,688,618 $235,380 $215,826
6 2022-23 1,81210 2,653.48 $1.1500 $0.2600 $641,544665 $593,787,305 $622,479,710 §572,688,618 $234,590 $215,826
7 2023-24 1,812.10 265348 §$1.1500 $0.2600 $639,571,944 $593,787,305 $620,445978 $572,688,618 $233,824 $215,826
8 2024-25 1,812.10 2,653.48 $1.1500 $0.2600 $637,658,405 $593,787,305 $618,473,257 $572,688,618 $233,080 $215,826
9 2025-26 1,812.10 265348 $1.1500 $0.2600 $635,802,272 $593,787,305 $616,559,718 $572,688,618 $232,359 $215,826
10 2026-27 1,812.10 2,653.48 $1.1500 $0.2600 $634,001,823 $593,787,305 $614,703,585 $572,688,618 $231,660 $215,826
1 2027-28 1,812.10 2653.48 $1.1000 $0.2600 $632,255,387 $632,255,387 $612,903,136 $572,688,618 $230,981 $215,826
12 2028-29 1,812.10 2,653.48 §$1.1500 $0.2600 $630,561,345 $630,561,345 $611,156,700 $611,156,700 $230,323 $230,323
13 2029-30 1,812.10 2653.48 $1.1500 $0.2600 $628,918,123 $628,918,123 $609,462,658 $609,462,658 $229,684  $229,684
14 2030-31 1,812.10 265348 $1.1500 $0.2600 $627,324,199 $627,324,199 $607,819,436 $607,819,436 $229,065 $229,065
15 2031-32  1,812.10 2,653.48 $1.1500 $0.2600 $625,778,092 $625,778,092 $606,225,512 $606,225512 $228,464 $228,464

*Basic Allotment: $5,040; AISD Yield: $61.86; Equalized Wealth: $504,000 per WADA

M&O0 Impact of the IKO Southwest Project on HISD

School finance models were prepared for HISD under these assumptions through the 2031-
32 school year. Under the proposed agreement, a model is established to make a calculation
of the “Baseline Revenue Model” by adding the total value of the project to the model, but
without assuming that a value limitation is approved. This is detailed in Table 2.

Additionally, a separate model is established to make a calculation of the “Value Limitation
Revenue Model” by adding the project’s limited value of $30 million to the model. These
results are shown in Table 3.
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Table 2- “Baseline Revenue Model"--Project Value Added with No Value Limitation

State Aid  Recapture
M&O Taxes Additional ¥ From from the -
@ State Aid- Additional Additional Additional Other Total
Year of School  Compressed Hold Recapture Local M&O M&O Tax Local Tax State General

_Agreement Year Rate State Aid Harmless Costs Collections _ Collections Effort Aid Fund
Pre-Year1 2016-17 $5,266,083 $8,447,626 $0 $0 $789,912 $875,961 $0 $51,625 $15,431,207
1 2017-18 $6,047,608 $8,447,626 30 $0 $907,141  $1,005,982 50 $51,625 $16,459,982
2 2018-19 $6,024,714 §$7,662,101 $0 $0 $903,707 $764,857 $0 $51,625 §15407,004
3 2019-20 $6,002,505 $7,684,994 $0 $0 $900,375 $768,135 $0 $51,6256 $15,407,634
4 2020-21 $6,980,960 $7,707,203 $0 $0 $897,144 $771,315 $0 $51,625 $15,408,247
5 2021-22 $5,059,994 §$7,728,749 $0 $0 $893,999 $774,401 $0  $51,625 $15,408,768
6 2022-23 $5,939,656 §7,749,715 $0 $0 $890,948 $777,403 $0 $51,625 $15,409,347
7 2023-24 $5,919,929 §$7,770,052 $0 $0 $887,990 $779,295 $0 $51,625 $15,408,891
8 2024-25 $5,900,794 $7,789,779 $0 $0 $885,119 $782,117 $0 $51,625 $15409,434
9 2025-26 $5,882,232 $7,808,915 $0 $0 $882,335 $784,856 $0 $51,625 $15,409,963
10 2026-27 $5,864,228 $7,827,476 $0 $0 $879,635 $787,513 $0 $51625 $15410477
11 2027-28 $5,852,814 $7,845,481 $0 $0 $585,282 $679,078 $0 $51,625 $15,014,280
12 2028-29 $5.830,511 §$7,862,945 $0 $0 $874,577 $792,587 $0 $51,625 $15412,245
13 2029-30  §5,814,408 7,879,885 $0 $0 $872,161 $795,012 $0 $51,625 $15413,091
14 2030-31 $5,798,787 $7.896,318 $0 $0 $869.818 $797,363 $0 $51625 $15413,911
15 2031-32 $5,783,635 $7,912,257 $0 $0 $867,545 $799,644 $0 $51,625 $15414,706

Table 3- “Value Limitation Revenue Model"--Project Value Added with Value Limit
State Aid  Recapture
M&QO Taxes Additional From from the
@ State Aid- Additional Additional Additional  Other Total
Year of School Compressed Hold Recapture Local M&O M&OQ Tax Local Tax State General

Agreement Year Rate State Aid Harmless Costs Collections Collections Effort Aid Fund
Pre-Year1 2016-17 $5,266,083 $8,447,626 $0 $0 $789,912 $875,961 $0 §$51,625 $15431,207
1 2017-18 $5,462,083 $8,447,626 $0 $0 $819,312 $907,973 $0 $51.625 $15,688,619
2 2018-19 $5,462,083 $8,247,626 $0 $0 $819,312 $847,361 $0 $51,625 $15,428,007
3 2019-20 $5,462,083 $8,247,626 $0 $0 $819,312 $847,361 $0 $51,625 $15,428,007
4 2020-21 $5,462,083 $8,247,626 $0 $0 $819,312 $847,361 $0 $51,625 $15,428,007
5 2021-22 $5,462,083 $8,247,626 $0 $0 $819,312 $847,361 $0 $51,625 $15,428,007
6 2022-23 $5,462,083 $8,247,626 $0 $0 $819,312 $847,361 $0 $51,625 $15,428,007
7 2023-24 $5,462,083 $8,247,626 $0 $0 $819,312 $847 361 $0 §$51,625 $15,428,007
8 2024-25 $5,462,083 $8,247,626 $0 $0 $819,312 $847,361 $0 $51,625 $15,428,007
9 2025-26 $5,462,083 $8,247,626 $0 $0 $819,312 $847,361 $0 $51,625 $15,428,007
10 2026-27 $5,462,083 $8,247,626 $0 $0 $819,312 $847,361 $0 $51,625 $15428,007
11 2027-28 $5,844,405 $8,247,626 $0 $0 $584,440 $766,317 $0 $51,625 $15494,413
12 2028-29 $5,822,468 $7,862,945 $0 $0 $873,370 $792,115 $0 $51,625 $15,402,523
13 2029-30 $6,806,365 $7,879,885 $0 $0 $870,955 $794, 536 $0 $51,625 $15,403,366
14 2030-31 $5,790,744 $7,896,318 $0 $0 $868,612 $796,884 $0 $51.625 $15404,183
15 2031-32 $5,775,692  $7,912,257 $0 $0 $866,339 $799,162 $0  $51,625 $15404,975

Table 4 displays the results of the comparison between the Baseline Revenue Model and the

Value Limitation Revenue Model (Tables 2 and 3). The difference between the two models
indicates there will be a total revenue loss of $771,363 in the initial 2017-18 value
limitation year under the Agreement. An examination of Table 4 indicates that there is no
state aid for the $673,354 in tax savings to the Company that year, along with an estimated
Tier Il state-aid loss of $98,009 due to lower tax effort. By the 2018-19 school year, changes
in the state property value study result in state aid increases that offset the property tax

reductions due to the limitation. This pattern holds for subsequent years, under the

estimates presented here.
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Table 4 - Value Limit less Project Value with No Limit

State Aid  Recapture

M&O Taxes Additional From from the ’
@ State Aid- Additional Additional Additional Other Total
Year of School  Compressed Hold Recapture Local M&0  M&O Tax Local Tax  State General
Agreement Year Rate State Aid  Harmless Costs Collections Collections Effort Aid Fund

Pre-Year1 2016-17 $0 $0 30 30 $0 $0 $0 $0 $0
1 2017-18 -$585,525 $0 $0 $0 -$87,829 -$98,009 $0 $0 -$771,363

2 2018-19 -$562,631 $585,525 $0 $0 -$84,395 $82,504 $0 $0 $21,003

3 2019-20 -$540,422 $562,632 $0 $0 -$81,063 $79,226 $0 $0 $20,373

4 2020-21 -$518,877 $540,423 $0 30 -$77,832 $76,046 $0 $0 $19,760

5 2021-22 -$497,911  $518,877 $0 $0 -$74,687 $72,960 $0 $0 $19,239

6 2022-23 -$477,573  $497,911 $0 $0 -$71,636 $69,958 $0 $0 $18,660

7 2023-24 -$457,846  $477 574 $0 $0 -$68,678 $68,066 $0 $0 $19,116

8 2024-25 -$438,711 $457.847 30 $0 -$65,807 $65,244 $0 $0 $18,573

9 2025-26 -$420,149  $438,711 $0 $0 -$63,023 $62,505 $0 $0 $18,044

10 2026-27 -$402,145 $420,150 $0 $0 -$60,323 $59,848 $0 $0 $17,530

1 2027-28 -$8,409 $402,145 $0 $0 -$842 $87,239 $0 $0  $480,133

12 2028-29 -$8.043 $0 $0 $0 -$1,207 -$472 $0 $0 -$9,722

13 2029-30 -$8,043 30 $0 $0 -$1,206 -$476 $0 $0 -$9,725

14 2030-31 -$8,043 30 $0 $0 -$1,206 -$479 $0 $0 -$9,728

15 2031-32 -$8,043 30 $0 $0 -$1,206 -$482 $0 $0 -$9,731

M&O Impact on the Taxpayer

Table 5 summarizes the impact of the property value limitation in terms of the potential tax
savings to the taxpayer under the property value limitation agreement. The focus of this
table is on the M&O tax rate only. A $1.15 per $100 M&O tax rate is assumed in 2014-15
(the most recent year available) and thereafter for the 10-year limitation period. An M&0
tax rate of $1.10 per $100 is used for the 2027-28 school year, as discussed in the section on
Underlying Assumptions.

Under the assumptions used here, the potential tax savings from the value limitation total
$5.6 million over the life of the agreement. The HISD revenue losses are expected to total
approximately $771,363 in the intial 2017-18 limitation year under the Agreement. In total,
the potential net tax benefits (after hold-harmless payments are made) are estimated to
reach $4.87 million.

1&S Funding Impact on School District

The project remains fully taxable for debt services taxes, with HISD currently levying a
$0.26 per $100 I&S rate. Under the estimates presented here, HISD should see a boost in 1&S
tax collections in the 2017-18 school year, which is the peak valuation year under the
schedule included in the application. Even with that additional value, however, it appears
that HISD will have a state taxable value per ADA that falls slightly below the equivalent
$350,000 per ADA guarantee under the state facilities programs (Instructional Facilities
Allotment and Existing Debt Allotment). Since the underlying tax base was held static for
the purposes of analyzing the impact of the value limitation, a combination of underlying tax
base growth and the IKO Southwest project could generate a long-term net benefit for HISD
taxpayers in terms of addressing the District’s debt needs.

The project is not expected to affect HISD in terms of enrollment, although the anticipated
increase in jobs would provide additional employment opportunities in the Hillsboro
community. Continued expansion of the project and related development could result in an
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increase in the school-age population, but this project is unlikely to have a significant
enrollment impact on a stand-alone basis.

Table 5 - Estimated Financial Impact of the IKO Southwest Project Property Value Limitation Request
Submitted to HISD at $1.1500 M&0 Tax Rate

Tax
Tax Benefit to
Taxes Savings Company School
Estimated Assumed Taxes after @ Before District Estimated
Year of School Project Taxable Value M&0 Tax Before Value Projected  Revenue  Revenue Net Tax
Agreement  Year Value Value Savings Rate Value Limit Limit M&0 Rate  Protection  Losses Benefits
PresYear1 2016-17  $24,500,000 $24,500,000 50 $1.150 $281,750  $281,750 $0 $0 §0 $0
1 2017-18  $76,552,500  $20,000,000  §58,552,500 $1.150 $903,354  $230,000  $673,354  $673,354 -$771,363 -$98,009
2 2018-19  $76,263,163  $20,000,000  §$56,263,163 §1.150 $877,026  §230,000  $647,026  $647,026 50 $647,026
3 2019-20  $74,042,252  $20,000,000 $54,042,252 $1.150 $851,486  $230,000  $621486  $621,486 $0  §621.486
4 2020-21 $71,887,724  $20,000000 $51,887,724 $1.150 $826,709  $230,000  $596,709  $596,709 §0  $596,709
5 2021-22  $69,791,092  $20,000,000 $49,791,092 $1.150 $802,598  §230,000  §572,598  $572,598 $0  $572,598
6 2022-23  $67,757,360  $20,000,000  $47,757,360 $1.150 §779.210  $230,000  $549,210  $549,210 $0 $549.210
7 2023-24  §$65,784,639  $20,000,000 §45,784,639 $1.150 $756,523  $230,000  §526,523  $526,523 $0  $526,523
8 2024-25  $63,871,100  $20,000,000 $43,871,100 $1.150 §734518  §230,000  $504518  §504,518 $0  §504,518
9 2025-26  §62,014,967  $20,000,000  $42,014,967 $1.150 §713,172  $230,000  $483,172  §483,172 $0  $483172
10 2028-27  §60,214,518  $20,000,000 $40,214,518 $1.150 §692467  $230,000  $462467  §462,467 $0  $462,467
1 2027-28  $58,468,082  $58,468,082 $0 $1.100 §643,149  $643,149 $0 $0 0 $0
12 2028-29  $56,774,040  $56,774,040 $0 $1.150 $652,901 $652,901 0 $0 $0 $0
13 2029-30  $55,130,818  §55,130,818 50 $1.150 $634,004  $634,004 $0 $0 $0 $0
14 2030-31  §53,536,894  §53,536,894 §0 §1.150 $615,674 615,674 0 $0 $0 $0
15 203132 $51,990,787  $51,990,787 $0 $1.150 $597,894  §597,894 50 50 $0 $0
§11,362435  §5,725373 95,637,062  $5,637,062 -$771,363  $4,865,699
Note: School district revenue-loss estimates are subject to change based on numerous factors, including:
e Legislative and Texas Education Agency administrative changes to the underlying school
finance formulas used in these calculations.
e Legislative changes addressing property value appraisals and exemptions.
¢ Year-to-year appraisals of project values and district taxable values.
\ s  Changes in school district tax rates and student enrollment. )
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Scheol and Appraisal Districts Property Value Study 2013 Report

€ Window on State Government

Susan Combs Texas Compuroller of Public Accounts

2013 ISD Summary Worksheet

109/Hill

109-904/Hillsboro ISD

Local Tax 2013 WTD 2013 PTAD Value | 2013 Value

Category Roll Value Mean Ratio Estimate Assigned
A. Single-Family
Residences 182,348,246 N/A 182,348,246 182,348,246
B. Multi-Family
Residences 10,259,770 N/A 10,259,770 10,259,770
Cl1. Vacant Lots 6,924,301 N/A 6,924,301 6,924,301
C2. Colonia Lots 0 N/A 0 0
D1. Rural
Real(Taxable) 7,991,742 N/A 7,991,742 7,991,742
D2. Real Prop
Farm & Ranch 3,426,450 N/A 3,426,450 3,426,450
E. Real Prop
NonQual Acres 55,025,109 N/A 55,025,109 55,025,109
F1. Commercial
Real 127,136,779 N/A 127,136,779 127,136,779
F2. Industrial Real 14,057,810 N/A 14,057,810 14,057,810
G. 0il, Gas,
Minerals 4,472,650 N/A 4,472,650 4,472,650
J. Utilities 49,715,281 N/A 49,715,281 49,715,281
L1. Commercial
Personal 94,683,040 N/A 94,683,040 94,683,040
L2. Industrial
Personal 28,043,080 N/A 28,043,080 28,043,080
M. Other Personal 2,598,260 N/A 2,598,260 2,598,260

N. Intangible

http://www.window.state.tx.us/propertytax/administration/pvs/findings/2013f/1091099041D .htm!
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Pers/Uncert 0 N/A 0 0
0. Residential
Inventory 496,640 N/A 496,640 496,640
S. Special
Inventory 972,780 N/A 972,780 972,780
Subtotal 588,151,938 588,151,938 588,151,938
Less Total
Deductions 66,142,119 66,142,119 66,142,119
Total Taxable 522,009,819
Value T2

522,009,819 522,009,819

The taxable values shown here will not match the values reported by your appraisal district
See the ISD DEDUCTION Report for a breakdown of deduction values

Government code subsections 403.302 (J) AND (K) require the Comptroller to certify alternative
measures of school district wealth. These measures are reported for taxable values for maintenance
and operation (M&O) tax purposes and for interest and sinking fund (I&S) tax purposes. For districts
that have not entered into value limitation agreements, T1 through T6 will be the same as T7 through
12

Value Taxable For M&O Purposes

T1 T2 T3 T4 TS T6
541,553,845 522,009,819 | 541,553,845| 522,009,819| 525,220,386 | 525,220,386

Loss To 50% of the loss
the Additional to the Local Optional
$10,000 Homestead Percentage Homestead
Exemption Exemption
19,544,026 0

T1 = School district taxable value for M&O purposes before the loss to the additional $10,000

homestead exemption

T2 = School district taxable value for M&O purposes after the loss to the additional $10,000 homestead

exemption and the tax
ceiling reduction

http:/fwww,window.state.Ix.us/propertytax/administration/pvs/findings/2013f 10910990410 .htm|

2/3


http://www.window.state.tx.us/propertytax/adm

11/4/2014

School and Appraisal Districts Property Value Study 2013 Report

T3 = T1 minus 50% of the loss to the local optional percentage homestead exemption

T4 = T2 minus 50% of the loss to the local optional percentage homestead exemption

TS = T2 before the loss to the tax ceiling reduction

T6 =T5 minus 50% of the loss to the local optional percentage homestead exemption

Value Taxable For I1&S Purposes

L

T8

9

T10

T11

T12

541,553,845

522,009,819

541,553,845

522,009,819

525,220,386

525,220,386

T7 = School district taxable value for I&S purposes betfore the loss to the additional $10,000

homestead exemption

T8 = School district taxable value for 1&S purposes after the loss to the additional $10,000 homestead

exemption and the tax

ceiling reduction

T9 = T7 minus 50% of the loss to the local optional percentage homestead exemption

T10 = T8 minus 50% of the loss to the local optional percentage homestead exemption

T11 = T8 before the loss to the tax ceiling reduction

T12 =T11 minus 50% of the loss to the local optional percentage homestead exemption

The PVS found your local value to be valid, and local value was certified

http:/fwww. window.state.tx.us/propertytax/administration/pvs/findings/2013f/1091099041D.html
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July 10, 2014

Christopher Teague, President
Board of Trustees

Hillsboro Independent School District
121 East Franklin Street

Hillsboro, TX 76645-2137

Dear Dr. Teague:

As required by the Tax Code, §313.025 (b-1), the Texas Education Agency (TEA) has
evaluated the impact of the proposed IKO Southwest project on the number and size of
school facilities in Hillsboro Independent School District (HISD). Based on an
examination of HISD enrollment and the number of potential new jobs, the TEA has
determined that the IKO Southwest project should not have a significant impact on the
number or size of school facilities in HISD.

Please feel free to contact me by phone at (512) 463-9186 or by email at
al.mckenzie@tea.state.tx.us if you have any questions.

Sincerely,

Al McKenzie, Manager
Foundation School Program Support

AM/rk
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AGREEMENT FOR LIMITATION ON APPRAISED VALUE
OF PROPERTY FOR SCHOOL DISTRICT
MAINTENANCE AND OPERATIONS TAXES

by and between

HILLSBORO INDEPENDENT SCHOOL DISTRICT

and

TKO SOUTHWEST INC.

(Texas Taxpayer ID # 10206360074)

TEXAS COMPTROLLER APPLICATION NUMBER 1006

Dated

November 10, 2014



AGREEMENT FOR LIMITATION ON APPRAISED VALUE OF PROPERTY FOR
SCHOOL DISTRICT MAINTENANCE AND OPERATIONS TAXES

STATE OF TEXAS $
COUNTY OF HILL §

THIS AGREEMENT FOR LIMITATION ON APPRAISED VALUE OF PROPERTY FOR
SCHOOL DISTRICT MAINTENANCE AND OPERATIONS TAXES, hereinafter referred to as this
“Agreement,” is executed and delivered by and between the HiLLSBORO INDEPENDENT SCHOOL
DISTRICT, hereinafter referred to as “District,” a lawfully created independent school district within
the State of Texas operating under and subject to the Texas Education Code, and IKO SOUTHWEST
INC., Texas Taxpayer Identification Number /0206360074 hereinafter referred to as “Applicant.”
Applicant and District are hereinafter sometimes referred to individually as a “Party” and collectively
as the “Parties.”

RECITALS

WHEREAS, on April 7, 2014, the Superintendent of Schools of the Hillsboro Independent
School District, acting as agent of the Board of Trustees of District, received from Applicant an
Application for Appraised Value Limitation on Qualified Property, pursuant to Chapter 313 of the
Texas Tax Code;

WHEREAS, the Board of Trustees has acknowledged receipt of the Application, and along
with the requisite application fee as established pursuant to Section 313.025(a) of the Texas Tax
Code and Local District Policy CCG (Local), and agreed to consider the Application;

WHEREAS, the Application was delivered to the Texas Comptroller’s Office for review
pursuant to Section 313.025(a-1) of the Texas Tax Code; and,

WHEREAS, the District and Texas Comptroller’s Office have determined that the
Application is complete and that June 11, 2014 is the Application Review Start Date as that terms
is defined by 34 Tex. Admin. Code 9.1051;

WHEREAS, pursuant to 34 Tex. Admin, Code § 9.1054, the Application was delivered for
review to the Hill County Appraisal District established in Hill County, Texas (the “Hill County
Appraisal District™), pursuant to Section 6.01 of the Texas Tax Code;

WHEREAS, the Texas Comptroller’s Office reviewed the Application pursuant to
Section 313.025 of the Texas Tax Code, conducted an economic impact evaluation pursuant to
Section 313.026 of the Texas Tax Code, and on August 7, 2014, issued a certificate for limitation
on appraised value of the property described in the Application and provided the certificate to the
District;

Agreement for Limitation on Appraised Value

Between [illsboro Independent School District and IKO Southwest, Inc.
TEXAS COMPTROLLER APPLICATION NUMBER 1006

November 10, 2014
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WHEREAS, the Board of Trustees has reviewed and carefully considered the economic
impact evaluation and certificate for limitation on appraised value submitted by the Texas
Comptroller’s Office pursuant to Section 313.026 of the Texas Tax Code;

WHEREAS, on November 10, 2014, the Board of Trustees conducted a public hearing on
the Application at which it solicited input into its deliberations on the Application from all
interested parties within the District;

WHEREAS, on November 10, 2014, the Board of Trustees made factual findings pursnant
to Section 313.025(f) of the Texas Tax Code, including, but not limited to findings that: (i) the
information in the Application is true and correct; (ii) Applicant is eligible for the Limitation on
Appraised Value of Applicant’s Qualified Property; (iii) the Project proposed by Applicant is
reasonably likely to generate tax revenue in an amount sufficient to offset District’s maintenance
and operations ad valorem tax revenue lost as a result of the agreement before the 25th
anniversary of the beginning of the Limitation Period; (iv) the limitation on appraised value is a
determining factor in Applicant's decision to invest capital and construct the Project in this State;
and (v) this Agreement is in the best interest of District and the State of Texas;

WHEREAS, on November 10, 2014, t Texas Comptroller’s Office approved the
form of this Agreement for a Limitation on Appraised Value of Property for School District
Maintenance and Operations Taxes; and

WHEREAS, November 10, 2014, the Board of Trustees approved the form of this
Agreement for a Limitation on Appraised Value of Property for School District Maintenance and
Operations Taxes, and authorized the Board President and Secretary to execute and deliver such
Agreement to the Applicant; and

NOW, THEREFORE, for and in consideration of the premises and the mutual covenants
and agreements herein contained, the Parties agree as follows:

ARTICLE 1
DEFINITIONS

Section 1.1 DEFINITIONS.

Wherever used herein, the following terms shall have the following meanings, unless the
context in which used clearly indicates another meaning. Words or terms defined in 34 TEX.
ADMIN, CoDE §9.1051 and not defined in this Agreement shall have the meanings provided by 34
TEX. ADMIN. CODE §9.1051.

“Act” means the Texas Economic Development Act set forth in Chapter 313 of the Texas
Tax Code, as amended.

“Agreement” means this Agreement, as the same may be modified, amended, restated,
amended and restated, or supplemented as approved pursuant to Section 10.2.

Agreement for Limitation on Appraised Value
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“Applicable School Finance Law” means Chapters 41 and 42 of the TEXAS EDUCATION
Cope, the Texas Economic Development Act (Chapter 313 of the TEXAS TAx CODE),
Chapter 403, Subchapter M, of the Texas Government Code applicable to District, and the
Constitution and general laws of the State applicable to the school districts of the State, including
specifically, the applicable rules and regulations of the agencies of the State having jurisdiction
over any matters relating to the public school systems and school districts of the State, and judicial
decisions construing or interpreting any of the above. The term also includes any amendments or
successor statutes that may be adopted in the future that could impact or alter the calculation of
Applicant’s ad valorem tax obligation to District, either with or without the limitation of property
values made pursuant to this Agreement,

“Applicant” means 1IKO Southwest, Inc., (Texas Taxpayer ID # 10206360074), the
company listed in the Preamble of this Agreement and that listed as the Applicant on the
Application as of the Application Approval Date. The term “Applicant” shall also include
Applicant’s assigns and successors-in-interest as approved according to Section 10.2 of this
Agreement,

“Applicant’s Qualified Investment” means the Qualified Investment of the Applicant
during the Qualifying Time Period and as more fully described in Section 3.3 of this Agreement.

“Application” means the Application for Appraised Value Limitation on Qualified
Property (Chapter 313, Subchapter B or C, of the Texas Tax Code) filed with District by
Applicant on April 7, 2014. The term includes all forms required by Comptroller, the schedules
attached thereto, and all other documentation submitted by Applicant for the purpose of obtaining
an Agreement with District. The term also includes all amendments and supplements thereto
submitted by Applicant.

“Application Approval Date” means the date that the Application is approved by the Board
of Trustees of District and as further identified in Section 2.3.B of this Agreement.

“Application Review Start Date” means the later date of either the date on which District
issues its written notice that Applicant has submitted a completed application or the date on which
Comptroller issues its written notice that Applicant has submitted a completed application and as
further identified in Section 2.3.A of this Agreement.

“Appraised Value” shall have the meaning assigned to such term in Section 1.04(8) of the
Texas Tax Code.

“Appraisal District” means the Hill County Appraisal District.

“Board of Trustees” means the Board of Trustees of the Hillsboro Independent School
District.

Agreement for Limitation on Appraised Value
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“Comptroller” means the Texas Comptroller of Public Accounts, or the designated
representative of the Texas Comptroller of Public Accounts acting on behalf of Comptroller.

“Comptroller’s Rules” means the applicable rules and regulations of Comptroller set forth
in Chapter 34 Texas Administrative Code, Chapter 9, Subchapter F, together with any court or
administrative decisions interpreting same,

“"County” means Hill County, Texas.

“District” or “School District” means the Hillsboro Independent School District, being a
duly authorized and operating school district in the State, having the power to levy, assess, and
collect ad valorem taxes within its boundaries and to which Subchapter C of the Act applies. The
term also includes any successor independent school district or other successor governmental
authority having the power to levy and collect ad valorem taxes for school purposes on Applicant’s
Qualified Property or the Applicant’s Qualified Investment.

“Final Termination Date” means the last date of the final year in which Applicant is
required to Maintain Viable Presence and as further identified in Section 2.3.E of this
Agreement.

]

“Force Majeure” means those causes generally recognized under Texas law as
constituting impossible conditions. Each party must inform the other in writing with proof of
receipt within three business days of the existence of such force majeure or otherwise waive this
right as a defense.

“Land’” means the real property described on EXHIBIT 2, which is attached hereto and
incorporated herein by reference for all purposes.

“Maintain Viable Presence’ means (i) the development, construction and operation
during the term of this Agreement of the facility or facilities for which the tax limitation is
granted, as the same may from time to time be expanded, upgraded, improved, modified,
changed, remodeled, repaired, restored, reconstructed, reconfigured, and/or reengineered; (ii) the
retention during the term of this Agreement of the number of New Qualitying Jobs set forth in
its Application by Applicant; (iii) and continue the average weekly wage paid by Applicant for
all Non-Qualifying Jobs created by Applicant that exceeds the county average weekly wage for
all jobs in the county where the administrative office of District is maintained.

“M&O Amount” shall have the meaning assigned to such term in Section 3.2 of the
Agreement.

“Maintenance and Operations Revenue” or “M&Q Revenue” means (i) those revenues
which District receives from the levy of its annual ad valorem maintenance and operations tax
pursuant to Section 45.002 of the Texas Education Code and Article VII § 3 of the Texas

Constitution, plus (ii) all State revenues to which the District is or may be entitled under Chapter

42 of the Texas Education Code or any other statutory provision as well as any amendment or
successor statute to these provisions, plus (iii) any indemnity payments received by the District

Agreement for Limitation on Appraised Value
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under other agreements similar to this Agreement to the extent that such payments are designed to
replace District M&O Revenue lost as a result of such similar agreements, less (iv) any amounts
necessary to reimburse the State of Texas or another school district for the education of additional
students pursuant to Chapter 41 of the Texas Education Code.

“Market Value” shall have the meaning assigned to such term in Section 1.04(7) of the
TEXAS TAX CODE.

“New Qualifving Jobs" means the total number of jobs to be created and maintained by
Applicant after the Application Approval Date in connection with the Project which is the subject
of its Application that meet the criteria of qualifying job as defined in Section 313.021(4) of the
TEXAS TAX CODE.

“Qualified Investment” has the meaning set forth in Chapter 313 of the Texas Tax Code, as
interpreted by Comptroller’s Rules, as these provisions existed on the Application Review Start
Date.

"Non-Qualifying Jobs ” means the number of New Non-Qualifying Jobs, as defined in 34
TAC §9.0151, to be created and maintained by the Applicant after the Application Approval Date
in connection with the Project which is the subject of its Application.

“Qualified Property” has the meaning set forth in Chapter 313 of the Texas Tax Code and
as interpreted by Comptroller’s Rules and the Texas Attorney General, as these provisions existed
on the date of the Application is approved by District,

"Qualifying Time Period” means the period that begins on the date of approval of this
Agreement by District’s Board of Trustees and ends on December 3 1st of the second Tax Year that
begins after such date of approval as is defined in Section 313.021(4)(A) of the Texas Tax Code
and during which Applicant shall make investment on the land where the qualified property in
the amount required by the Act, the Comptroller’s rules, and this Agreement and as further
identified in Section 2.3.C of this Agreement.

“Revenue Protection Amount” means the amount calculated pursuant to Section 3.2 of this
Agreement.

“State” means the State of Texas.

“Substantive Document” means a document or other information or data in electronic
media determined by the Comptroller to substantially involve or include information or data
significant to an application, the evaluation or consideration of an application, or the agreement
or implementation of an agreement for limitation of appraised value pursuant to Chapter 313 of
the Texas Tax Code, The term includes, but is not limited to, any application requesting a
limitation on appraised value and any amendments or supplements, any economic impact
evaluation made in connection with an application, any agreement between applicant and the
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school district and any subsequent amendments or assignments, and any school district written
finding or report filed with the comptroller as required under this subchapter.

“Supplemental Payment” has the meaning as set forth in Article V1 of this Agreement.

“Tax Limitation Amount” means the maximum amount which may be placed as the
Appraised Value on Applicant’s Qualified Property for each tax year of the Tax Limitation Period
of this Agreement pursuant to Section 313.054 [or 313.027] of the Texas Tax Code.

“Tax Limitation Period” means the Tax Years for which the Applicant’s Qualified
Property is subject to the Tax Limitation Amount and as further identified in Section 2.3.D of this
Agreement.

“Tax Year” shall have the meaning assigned to such term in Section 1.04(13) of the Texas
Tax Code (i.c., the calendar year).

“Taxable Value” shall have the meaning assigned to such term in Section 1.04(10) of the
TEXAS TAX CODE.

“Texas Education Agency Rules” means the applicable rules and regulations adopted by
the Texas Commissioner of Education in relation to the administration of Chapter 313 of the Texas
Tax Code, which are set forth at 19 Tex. Admin. Code, Part 2, together with any court or
administrative decisions interpreting same.

ARTICLE 11
AUTHORITY, PURPOSE AND LIMITATION AMOUNTS

Section 2.1. AUTHORITY. This Agreement is executed by District as its written agreement with
Applicant pursuant to the provisions and authority granted to District in Section 313.027 of the
TEXAS TAX CODE.

Section 2.2. PURPOSE. In consideration of the execution of and subsequent performance of the
terms and obligations by Applicant pursuant to this Agreement, identified in Section 2.5 and 2.6
and as more fully specified in this Agreement, the value of Applicant’s Qualified Property listed
and assessed by the County Appraiser for District’s operation and maintenance ad valorem
property tax shall be the Tax Limitation Amount as set forth in Section 2.4 of this Agreement
during the Tax Limitation Period.

Section 2.3. TERM OF THE AGREEMENT.
A. The Application Review Start Date for this Agreement is June 11, 2014, which will
determine Applicant’s Qualified Property and applicable wage standard.
B. The Application approval date for this Agreement is November 10, 2014, which will
determine the Qualifying Time Period.
C. The Qualifying Time Period for this Agreement:
1. Starts on November 10, 2014 Application Approval Date; and
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2. Ends on December 31, 2016; being the second complete tax year after the
effective date of this agreement]

D. The Tax Limitation Period for this Agreement:

1. Starts on January 1, 2017
2. Ends on December 31, 2026.

E. The Final Termination Date for this Agreement is December 31, 2031.

F. This Agreement, and the obligations and responsibilities created by this Agreement, shall
be and become effective on the Application Approval Date identified in Subsection B, This
Agreement, and the obligation and responsibilities created by this Agreement, terminate on the Final
Termination Date identified in Subsection E, unless extended by the express terms of this Agreement.

2.4. TAX LIMITATION. So long as Applicant makes the Qualified Investment as defined by Section
2.5 below, during the Qualifying Time Period, and unless this Agreement has been terminated as
provided herein before such Tax Year, on January 1 of each Tax Year of the Tax Limitation Period,
the Appraised Value of the Applicant’s Qualified Property for the District’s maintenance and
operations ad valorem tax purposes shall not exceed the lesser of:

A. The Market Value of the Applicant’s Qualified Property; or

B Twenty Million Dollars ($20,000,000.00) .

This Tax Limitation Amount is based on the limitation amount for the category that applies to the
District on the effective date of this Agreement, as set out by Section 313.052 of the TEXAS TAX
CODE.

2.5. QUALIFIED INVESTMENT FOR TAX LIMITATION ELIGIBILITY. In order to be
eligible and entitled to receive the value limitation identified in 2.4 for the Qualified Property
identified in Article 111, Applicant shall:

A. have completed Qualified Investment in the amount of $20,000,000.00 by the end of the
Qualifying Time Period;

B. have created the number of Qualifying Jobs specified in, and in the time period specified
on, Schedule C of the Application; and

C. be paying the average weekly wage of all jobs in the county in which District’s
administrative office is located for all non-qualifying jobs created by Applicant.

2.6. TAX LIMITATION OBLIGATIONS. In order to receive and maintain the limitation
authorized by 2.4, Applicant shall:

A. provide payments to District sufficient to protect the future District revenues through
payment of revenue offsets and other mechanisms as more fully described in Article IV;

B. provide such supplemental payments as more fully specified in Article VI; and

C. create and Maintain Viable Presence on and/or with the Qualified Property and perform
additional obligations as more fully specified in Article VII of this Agreement.

ARTICLE 111
QUALIFIED PROPERTY

SECTION 3.1. LOCATION WITHIN ENTERPRISE OR REINVESTMENT ZONE., At the
time of making the Qualified Investment and during the period starting with the Application Approval
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Date and ending on the Final Termination Date, the Land is and shall be within an area designated
either as an enterprise zone, pursuant to Chapter 2303 of the Texas GOVERNMENT CODE, or a
reinvestment zone, pursuant to Chapter 311 or 312 of the TexAs Tax CODE. The legal
description of such zone is attached to this Agreement as EXHIBIT 1 and is incorporated herein by
reference for all purposes.

Section 3.2. LOCATION OF QUALIFIED PROPERTY AND INVESTMENT. The Land on
which the Qualified Property shall be located and on which the Qualified Investment shall be made is
described on EXHIBIT 2 which is attached hereto and incorporated herein by reference for all
purposes. The Parties expressly agree that the boundaries of the Land may not be materially changed
from its configuration described in EXHIBIT 2 unless amended pursuant to the provisions of Section
10.2 of this Agreement.

Section 3.3. DESCRIPTION OF QUALIFIED PROPERTY. The Qualified Property that is subject
to the Tax Limitation Amount is described in EXHIBIT 3, which is attached hereto and incorporated
herein by reference for all purposes. Property which is not specifically described in EXHIBIT 3 shall
not be considered by the District or the Appraisal District to be part of the Applicant’s Qualified
Property for purposes of this Agreement, unless by official action the Board of Trustees provides that
such other property is a part of the Applicant’s Qualified Property for purposes of this Agreement in
compliance with Section 313.027(e) of the Texas Tax Code, the Comptroller’s rules, and Section 10.2
of this Agreement,.

Section 3.4. CURRENT INVENTORY OF QUALIFIED PROPERTY. If at any time afier the
Application Approval Date there is a material change in the Qualified Property located on the Land
described in EXHIBIT 2; or, upon a reasonable request of District, Comptroller, the Appraisal
District, or the State Auditor’s Office, Applicant shall provide to District, Comptroller, the Appraisal
District or the State Auditor’s Office a specific and detailed description of the tangible personal
property, buildings, or permanent, nonremovable building components (including any affixed to or
incorporated into real property) on the Land to which the value limitation applies including maps or
surveys of sufficient detail and description to locate all such described property on the Land.

Section 3.5. QUALIFYING USE. Applicant’s Qualified Property described above in Section 2.3
qualifies for a tax limitation agreement under Section 313.024(b) (1) of the Texas Tax Code as a
manufacturing facility.

ARTICLE IV
PROTECTION AGAINST LOSS OF FUTURE DISTRICT REVENUES

Section 4.1. INTENT OF THE PARTIES. Subject to the limitations contained in this
Agreement (including Section 7.1, below), it is the intent of the Parties that the District shall, in
accordance with the provisions of Texas Tax Code §313.027(f)(1), be compensated by the
Applicant for: (1) any monetary loss that the District incurs in its M&O Revenue; or (ii) for any
new uncompensated operating cost incurred as a sole and direct result of, or on account of entering
into, this Agreement, after taking into account any payments to be made under this Agreement.
Subject to the limitations contained in this Agreement, it is the intent of the Parties that the risk of
any negative financial consequence to the District in making the decision to enter into this
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Agreement will be borne by the Applicant and not by the District, and paid by the Applicant to the
District in addition to any and all support due under Article VI. Consistent with this intent and
prior to limitation on appraised value and prior to Applicant receiving any tax benefit hereunder, at
any time on or before the end of the Qualifying Time Period on December 31, 2016, Applicant
may terminate this Agreement upon written notice to the District and the same shall be null and
void and Applicant shall have no further obligations hereunder.

Section 4.2. CALCULATING THE AMOUNT OF LOSS OF REVENUES BY THE DISTRICT.
The amount to be paid by the Applicant to compensate the District for loss of M&O Revenue
resulting from, or on account of, this Agreement for each year during the term of this Agreement is
referred to herein as the M&O Amount, and it shall be determined in compliance with the
Applicable School Finance Law in effect for such year and according to the following formula:

(a) The M&O Amount owed by the Applicant to District means the Original M&O
Revenue minus the New M&O Revenue;

Where;

(i) "Original M&O Revenue" means the total State and local
Maintenance & Operations Revenue that the District would have
received for the school year under the Applicable School Finance
Law had this Agreement not been entered into by the Parties and the
Qualified Property and/or Qualified Investment been subject to the
ad valorem maintenance and operations tax at the tax rate actually
adopted by the District for the applicable year.

(i)  "New M&O Revenue" means the total State and local Maintenance
& Operations Revenue that the District actually received for such
school year, after all adjustments have been made to M&O Revenue
because of any portion of this Agreement.

(b)  In making the calculations required by this Section 4.2:

(i) The Taxable Value of property for each school year will be
determined under the Applicable School Finance Law.

(ii)  For purposes of this calculation, the tax collection rate on the
Applicant’s Qualified Property and/or the Applicant’s Qualified
Investment will be presumed to be one hundred percent (100%).

(iif)  If, for any year of this Agreement, the difference between the
Original M&O Revenue and the New M&O Revenue as calculated
under this Section 4.2 results in a negative number, the negative
number will be considered to be zero.
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(iv)  All calculations made under Section 4.2(B)(ii) for the Tax
Limitation Period will reflect the Tax Limitation Amount for such
year.

() All calculations made under this Section 4.2 shall be made by a
methodology which isolates the full M&O Revenue impact caused
by this Agreement. The Applicant shall not be responsible to
reimburse the District for other revenue losses created by other
agreements, or on account of or otherwise arising out of any other
factors not contained in this Agreement.

Section 4.3 REVENUE PROTECTION PAYMENT LIMITATION. Notwithstanding any
other provision of this Agreement to the contrary, in the event the payment due to District under
Section 4.2 of this Agreement for the 2016-2017 school year exceeds the $787,106 District
revenue loss forecast by Moak Casey in support of the Application by more than 10% (i.e., is more
than $865,817), such excess shall be payable by Applicant to District in four equal annual
payments on the next four consecutive due dates defined under Section 4.7 of this Agreement.

Section 4.4. COMPENSATION FOR L0SS OF OTHER REVENUES. In addition to the amounts
determined pursuant to Section 4.2 above, the Applicant, on an annual basis, shall also indemnify
and reimburse the District for the following:

(a) All non-reimbursed increases in District costs paid to the Appraisal District caused
by increased appraised values arising solely from the Project.

(b)  On an annual basis, Applicant shall also indemnify and reimburse the District for
all non-reimbursed costs, certified by the District’s external auditor to have been
incurred by the District for extraordinary education-related expenses related to the
Project that are not directly funded in state aid formulas, including expenses for the
purchase of portable classrooms and the hiring of additional classroom personnel to
accommodate a temporary increase in student enrollment attributable to the
Project. Applicant shall have the right to contest the findings of the District's
external auditor pursuant to Section 4.8 herein.

Section 4.5. CALCULATIONS TO Bt MADE BY THIRD PArRTY. All calculations under this
Agreement shall be made annually by a competent and qualified independent third party (the
“Third Party”) selected each year by the District with consent of the Applicant, which shall not be
unreasonably withheld.

Section 4.6. DATA USED FOR CALCULATIONS. The calculations under this Agreement shall be
initially based upon the valuations that are placed upon all taxable property in the District,
including Applicant’s Qualified Investment and/or the Applicant’s Qualified Property by the
Appraisal District in its annual certified tax roll submitted to the District pursuant to Texas Tax
Code Section 26.01 on or about July 25 of each year of this Agreement. Immediately upon receipt
of the valuation information by the District, the District shall submit the valuation information to
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the Third Party selected under Section 4.4. The certified tax roll data shall form the basis of the
calculation of any and all amounts due under this Agreement. All other data utilized by the Third
Party to make the calculations contemplated by this Agreement shall be based upon the best
available current estimates. The data utilized by the Third Party shall be adjusted from time to
time by the Third Party to reflect actual amounts, subsequent adjustments by the Appraisal District
to the District’s certified tax roll, or any other changes in student counts, tax collections, or other
data.

Section 4.7. DELIVERY OF CALCULATIONS. On or before November 1 of each year for which
this Agreement is effective, the Third Party appointed pursuant to Section 4.4 of this Agreement
shall forward to the Parties the calculations required under Sections 4.2 and/or 4.3 of this
Agreement in sufficient detail to allow the Parties to understand the manner in which the
calculations were made. The Third Party shall simultaneously submit its invoice for fees for
services rendered to the Parties, if any fees are being claimed. Upon reasonable prior notice, the
employees and agents of the Applicant shall have access, at all reasonable times, to the Third
Party's offices, personnel, books, records, and correspondence pertaining to the calculation and fee
for the purpose of verification. The Third Party shall maintain supporting data consistent with
generally accepted accounting practices, and the employees and agents of the Applicant shall have
the right to reproduce and retain for purpose of audit, any of these documents. The Third Party
shall preserve all documents pertaining to the calculation and fee for a period of five (5) years after
payment. The Applicant shall not be liable for any of Third Party's costs resulting from an audit of
the Third Party's books, records, correspondence, or work papers pertaining to the calculations
contemplated by this Agreement or the fee paid by the Applicant to the Third Party pursuant to
Section 4.7, if such fee is timely paid.

Section 4.8. PAYMENT BY APPLICANT. The Applicant shall pay any amount determined to be
due and owing to the District under this Agreement on or before the January 31 of the year next
following the tax levy for each year for which this Agreement is effective. By such date, the
Applicant shall also pay any actual amount billed by the Third Party for all calculations pursuant to
Section 4.6 of this Agreement, plus any reasonable and necessary legal expenses paid by the
District to its attorneys, auditors, or financial consultants for: (i) the preparation and filing of any
financial reports required by any state agency; (ii) required disclosures; or (iii) other
reimbursement applications filed with or sent to the State of Texas which are, or may be, required
under the terms or because of the execution of this Agreement, The Applicant shall not be
responsible for the payment of expenses under this Article IV for any year in excess of Ten
Thousand Dollars ($10,000.00).

Section 4.9. RESOLUTION OF DISPUTES. Should the Applicant disagree with the calculations
presented pursuant to this Article IV, the Applicant may appeal the findings, in writing, to the
Third Party within thirty (30) days of receipt of the calculation. Within thirty (30) days of receipt
of the Applicant's appeal, the Third Party will issue, in writing, a final determination of the
calculations. Thereafter, the Applicant may, in writing, appeal the Third Party’s final
determination to the District’s Board of Trustees within thirty (30) days of the final determination
of the calculations. If Applicant disagrees with a determination by the Board of Trustees as to the
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amounts due under this Article IV, it may mediate such determination pursuant to the dispute
resolution procedures set forth in Section 9.5 of this Agreement.

Section 4.10. EFFECT OF PROPERTY VALUE APPEAL OR OTHER ADJUSTMENT. In the event
that, at the time the Third Party selected under Section 4.4 makes its calculations under this
Agreement, the Applicant has appealed the taxable values placed by the Appraisal District on the
Qualified Property, and the appeal of the appraised values are unresolved, the Third Party shall
base its calculations upon the values initially placed upon the Qualified Property by the Appraisal
District.

In the event that the result of an appraisal appeal or for any other reason, the Taxable Value
of the Applicant’s Qualified Investment and/or the Applicant’s Qualified Property is changed by
the Appraisal District, once the determination of a new value becomes final, the Parties shall
immediately notify the Third Party who shall immediately issue new calculations for the
applicable year or years. In the event the new calculations result in the change of any amount
payable by the Applicant under this Agreement, the party from whom the adjustment is payable
shall remit such amounts to the counter-party within thirty (30) days of the receipt of the new
calculations from the Third Party.

Section 4.11. EFFECT OF STATUTORY CHANGES. Notwithstanding any other provision in this
Agreement, but subject to the limitations contained in Section 7.1, in the event that by virtue of
statutory changes to the Applicable School Finance Law, administrative interpretations by the
Comptroller, Commissioner of Education, or the Texas Education Agency, or for any other reason
attributable to statutory change, the District will receive less M&O Revenue, or, if applicable, will
be required to increase its payment of funds to the State, or to other governmental entities
including the Appraisal District, because of its participation in this Agreement, the Applicant shall
make payments to the District, that are necessary to offset any negative impact on the District as a
result of its participation in this Agreement. Such calculation shall take into account any
adjustments to the amount calculated for the current fiscal year that should be made in order to
reflect the actual impact on the District. The District shall use reasonable efforts to mitigate the
economic effects of any law changes described in this Section 4.10, and if Applicant disagrees
with the calculation of adverse impact described in this Section it shall have the right to appeal
such calculations pursuant to Section 9.5 of this Agreement,
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ARTICLE V
PAYMENT OF EXTRAORDINARY EDUCATION RELATED EXPENSES

JARTICLE LEFT INTENTIONALLY BLANK]

ARTICLE VI
SUPPLEMENTAL PAYMENTS
TECHNICAL TRAINING PROGRAM

SECTION 6.1. TECHNICAL TRAINING PROGRAMS AS SUPPLEMENTAL PAYMENT. AS AN
INTEGRAL PART OF THIS AGREEMENT, AND IN CONFORMANCE WITH THE REQUIREMENTS OF SECTION
28.002(G-1) oF THE TEXAS EDUCATION CODE, THE DISTRICT WILL OFFER COURSES OR OTHER
ACTIVITIES, INCLUDING AN APPRENTICESHIP OR TRAINING PROGRAM OFFERING HOURS NEEDED FOR
ITS STUDENTS TO OBTAIN AN INDUSTRY-RECOGNIZED CREDENTIAL OR CERTIFICATE IN ONE OR MORE
AREAS OF EDUCATION RELATED TO THE OPERATIONS UNDERTAKEN BY APPLICANT UNDER THIS
AGREEMENT. IN DEVELOPING THESE COURSES THE DISTRICT WILL, PURSUANT TO SECTION
28.002(G-1)(1) oF THE TEXAS EDUCATION CODE PARTNER WITH APPLICANT TO DEVELOP SUCH
COURSES OR OTHER ACTIVITIES AS WILL ALLOW STUDENTS TO ENTER:

(a) a career or technology training program in the District's region of the state;
(b) an institution of higher education without remediation;
(c) an apprenticeship training program; or,

(d) an internship required as part of accreditation toward an industry-recognized credential
or certificate for course credit.

Applicant agrees that during the entire term of this Agreement, and in accordance with
Section 28.002(g-1)(1) of the Texas Education Code, it will provide support (including annual
financial or in-kind donations of up to $5,000, but in no event to exceed the cap allowed by Section
313.027(i) of the Texas Tax Code) for District-operated technical training programs for the
education and development of technical skills necessary for individuals seeking employment in
the manufacturing industry in which Applicant participates (such support shall be referred to in
this Agreement as the “supplemental payment”). Such support shall consist of?

(1) Conferring with the District for the purpose of identifying opportunities for
employees of Applicant to participate in technical training programs
operated by the District for the benefit of its students, and programs
sponsored by the District;

(i)  Disseminating technical information, at conferences with Applicant’s
employees for the purpose of developing curriculum and program
specifications to enhance the relevance of the District’s training program;
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(iii)

Maintaining a Manufacturing Internship (or “Internship”) with the
objective to familiarize the students with various career choices available in
a manufacturing facility and provide exposure to working in a
manufacturing environment, as follows:

(A)  Applicant shall offer one Internship in each academic term (i.e. —
school semester) of the year, up to a maximum of 3 Internships per calendar
year;

(B)  Eligibility: high school students in their senior year, minimum 18
years old, who have a serious interest in manufacturing, who have high
marks in Math and Sciences, and who have been highly recommended by
their school principal;

(C)  Each Internship shall accommodate 6 to 8 students;

(D)  Each Internship shall be for a total of 6-8 hours, to be spread over
one or multiple days, at Applicant’s discretion, The exact dates and times
for each Internship shall be determined mutually by Applicant and the
District;

(E)  Each student, their parents and the District shall sign an agreement
with Applicant for the Internship that will cover topics such as expected
behavior, safety rules, confidentiality (e.g. — no photos), liability, etc. The
agreement shall be written by Applicant;

(F) Example of what a sessions might cover:

I Overview of the factory and of the products that are
manufactured, using diagrams, product samples, etc.

2 Tour of the plant, control rooms, Lab/QC programs,
maintenance areas

: f Sessions with some members of the Plant Leadership Team
4, Shipping, receiving, warehouse, and storerooms

5 Administrative functions — purchasing, HSE, etc.

6. Education and experience required for general positions

(G)  Applicant shall have sole authority to design, manage, and operate
the Internship, including all of its agreements, understandings, content and
structure., Applicant shall have the sole authority to make any changes to
the Internship as it deems appropriate.
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(H)  Applicant will start offering the Internship in the second academic
session following the date that Applicant’s Project has become operational.

(iv)  Considering qualified graduates of the District’s technical training program
and/or qualified graduates of programs sponsored by the District for
available employment positions with Applicant.

Throughout the entire term of this Agreement, Applicant shall not be required to make any
payments to the District pursuant to this Article V1.

SECTION 6.2. SUPPLEMENTAL PAYMENT LIMITATION.

A. Notwithstanding the foregoing, the total annual supplement payment made pursuant to
this article shall:

i. not exceed in any calendar year of this Agreement an amount equal to the greater
of One Hundred Dollars ($100.00) per student per year in average daily attendance, as defined by
Section 42.005 of the TEXAS EDUCATION CODE, or Fifty Thousand Dollars ($50,000.00) per
year; and

ii. only be made during the period starting the first year of the Qualifying Time
Period and ending December 31 of the third year following the end of the Tax Limitation Period.

B. This limitation does not apply to amounts described by Section 313.027(f)(1)-(2) of the
TEXAS TAX CODE as implemented in Articles Iv and V of this Agreement,

C. For purposes of this Agreement, the amount of the Annual Limit shall be $186,000
based upon the District’s 2014-2015 Average Daily Attendance of 1,860, rounded to the whole
number,

ARTICLE VII
ANNUAL LIMITATION OF PAYMENTS BY APPLICANT

SECTION 7.1 ANNUAL LIMITATION. Notwithstanding anything contained in this
Agreement to the contrary, and with respect to each Tax Year of the Tax Limitation Period, in no
event shall (i) the sum of the maintenance and operations ad valorem taxes paid by Applicant to
District for such Tax Year, plus the sum of all payments otherwise due from Applicant to District
under Articles IV, V, and VI of this Agreement with respect to such Tax Year, exceed (ii) the
amount of the maintenance and operations ad valorem taxes that Applicant would have paid to
District for such Tax Year (determined by using District’s actual maintenance and operations tax
rate for such Tax Year) if the Parties had not entered into this Agreement. The calculation and
comparison of the amounts described in clauses (i) and (ii) of the preceding sentence shall be
included in all calculations made pursuant to Section 4.2 of this Agreement, and in the event the
sum of the amounts described in said clause (i) exceeds the amount described in said clause (ii),
then the payments otherwise due from Applicant to District under Articles IV, V, and VI shall be
reduced until such excess is eliminated.

Section 7.2 OPTION TO TERMINATE AGREEMENT. Section 7.2. OPTION TO
TERMINATE AGREEMENT. In the event that any payment otherwise due from Applicant to
District under Article TV, Article V, and/or Article VI of this Agreement with respect to a Tax Year
is subject to reduction in accordance with the provisions of Section 7.1 above, then the Applicant
shall have the option to terminate this Agreement. Applicant may exercise such option to
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terminate this Agreement by notifying District of its election in writing not later than the July 31 of
the year next following the Tax Year with respect to which a reduction under Section 7.1 is
applicable, Any termination of this Agreement under the foregoing provisions of this Section 7.2
shall be effective immediately prior to the second Tax Year next following the Tax Year in which
the reduction giving rise to the option occurred.

Section 7.3. EFFECT OF OPTIONAL TERMINATION. Upon the exercise of the option to
terminate pursuant to Section 7.2, this Agreement shall terminate and be of no further force or
effect; provided, however, that:

A. the Parties respective rights and obligations under this Agreement with respect to the
Tax Year or Tax Years (as the case may be) through and including the Tax Year during which such
notification is delivered to District, shall not be impaired or modified as a result of such
termination and shall survive such termination unless and until satisfied and discharged; and

B. the provisions of this Agreement regarding payments, records and dispute resolution
shall survive the termination or expiration dates of this Agreement.

ARTICLE VIII
ADDITIONAL OBLIGATIONS OF APPLICANT

Section 8.1. APPLICANT’S OBLIGATION TO MAINTAIN VIABLE PRESENCE. In order
to receive and maintain the limitation authorized by 2.4 in addition to the other obligations
required by this Agreement, Applicant shall Maintain Viable Presence in District commencing at
the start of the Tax Limitation Period through the Final Termination Date of this Agreement.
Notwithstanding anything contained in this Agreement to the contrary, Applicant shall not be in
breach of, and shall not be subject to any liability for failure to Maintain Viable Presence to the
extent such failure is caused by Force Majeure, provided Applicant makes commercially
reasonable efforts to remedy the cause of such Force Majeure. The Final Termination Date will
only be extended for the mutually agreed length of the Force Majeure.

Section 8.2. REPORTS. In order to receive and maintain the limitation authorized by 2.4 in
addition to the other obligations required by this Agreement, Applicant shall submit the following
reports completed by Applicant to the satisfaction of Comptroller on the dates indicated on the
form and starting on the first such due date after the Application Approval Date:

A, The Annual Eligibility Report, Form 50-772 located at Comptroller website
http://www.window state, tx.us/taxinfo/tax forms/50-772 . pdf;

B. The Biennial Progress Report, Form 50-773, located at Comptroller website
http://www.window state.tx.us/taxinfo/taxforms/50-773.pdf ; and

C. The Job Creation Compliance Report, Form 50-825, located at the Comptroller website
http://www .texasahead.org/tax programs/chapter313/forms.php.

Section 8.3. COMPTROLLER’S ANNUAL REPORT ON CHAPTER 313 AGREEMENTS.
During the term of this Agreement, both Parties shall provide Comptroller with all information
reasonably necessary for Comptroller to assess performance under this Agreement for the purpose
of issuing Comptroller’s report, as required by Section 313.032 of the Texas Tax Code.
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Section 8.4. DATA REQUESTS. During the term of this Agreement, and upon the writlen
request of District, the State Auditor’s Office, or Comptroller, the Applicant shall provide the
requesting party with all information reasonably necessary for the requesting party to determine
whether the Applicant is in compliance with its obligations, including, but not limited to, any
employment obligations which may arise under this Agreement.

Section 8.5. SITE VISITS AND RECORD REVIEW. Applicant shall allow authorized
employees of District, the Comptroller, the Appraisal District, and/or the State Auditor’s Office to
have access to Applicant’s Qualified Property and/or business records, in accordance with Section
22.07 of the TExas Tax CODE, from the Application Review Start Date through the Final
Termination Date, in order to inspect the Project to determine compliance with the terms hereof or
as necessary to properly appraise the Taxable Value of Applicant’s Qualified Property.

A. All inspections will be made at a mutually agreeable time after the giving of not less that
forty-eight (48) hours prior written notice, and will be conducted in such a manner so as not to
unreasonably interfere with either the construction or operation of Applicant’s Qualified Property.

B. All inspections may be accompanied by one or more representatives of Applicant, and
shall be conducted in accordance with Applicant’s safety, security, and operational standards.
Notwithstanding the foregoing, nothing contained in this Agreement shall require the Applicant to
provide District, Comptroller, or the Appraisal District with any technical or business information
that is proprietary, a trade secret or is subject to a confidentiality agreement with any third party.

Section 8.6. RIGHT TO AUDIT; SUPPORTING DOCUMENTS; INDEPENDENT
AUDITS.

This Agreement is subject to review and audit by the State Auditor pursuant to Section
2262.003 of the Texas Government Code and Section 331.010 (a) of the Texas Tax Code, and the
following requirements:

A. District and Applicant shall maintain and retain supporting documents adequate to
ensure that claims for the Tax Limitation Amount are in accordance with applicable Comptroller
and State of Texas requirements. Applicant and District shall maintain all such documents and
other records relating to this Agreement and the State’s property for a period of four (4) years after
the later of’

1. date of submission of the final payment;
ii. Final Termination Date; or
iii. date of resolution of all disputes or payment.

B. District and Applicant shall make available at reasonable times and upon reasonable
notice, and for reasonable periods, all information related to the Applicant’s Qualified Property,
Qualified Investment, Qualifying Jobs, and wages paid for Non-Qualifying Jobs such as work
papers, reports, books, data, files, software, records, calculations, spreadsheets and other
supporting documents pertaining to this Agreement, for purposes of inspecting, monitoring,
auditing, or evaluating by Comptroller, State Auditor’s Office, State of Texas or their authorized
representatives,  Applicant and District shall cooperate with auditors and other authorized
Comptroller and State of Texas representatives and shall provide them with prompt access to all of
such property as requested by Comptroller or the State of Texas. By example and not as an
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exclusion to other breaches or failures, Applicant’s failure to comply with this Section shall
constitute a material breach of this Agreement.

C. Comptroller may require, at Applicant’s or District’s sole cost and expense, as
applicable, independent audits by a qualified certified public accounting firm of Applicant’s,
District’s or the Comptroller’s books, records, or property. The independent auditor shall
provide Comptroller with a copy of such audit at the same time it is provided to Applicant and/or
District.

D. In addition to and without limitation on the other audit provisions of this Agreement,
pursuant to Section 2262.003 of the Texas Government Code, the State Auditor may conduct an
audit or investigation of Applicant or District or any other entity or person receiving funds from
the State directly under this Agreement or indirectly through a subcontract under this Agreement.
The acceptance of funds by Applicant or District or any other entity or person directly under this
Agreement or indirectly through a subcontract under this Agreement acts as acceptance of the
authority of the State Auditor, under the direction of the legislative audit committee, to conduct an
audit or investigation in connection with those funds. Under the direction of the legislative audit
committee, Applicant or District or other entity that is the subject of an audit or investigation by
the State Auditor must provide the State Auditor with access to any information the state auditor
considers relevant to the investigation or audit. This Agreement may be amended unilaterally
by Comptroller to comply with any rules and procedures of the state auditor in the
implementation and enforcement of Section 2262.003 of the TEXAS GOVERNMENT CODE.

Section 8.7. FALSE STATEMENTS; BREACH OF REPRESENTATIONS. The Parties
acknowledge that this Agreement has been negotiated, and is being executed, in reliance upon the
information contained in the Application, and any supplements or amendments thereto, without
which Comptroller would not have approved this Agreement and District would not executed this
Agreement. By signature to this Agreement, Applicant:
A. represents and warrants that all information, facts, and representations contained in the
Application are true and correct; and
B. acknowledges that if Applicant submitted its Application with a false statement, signs
this Agreement with a false statement, or submits a report with a false statement, or it is
subsequently determined that Applicant has violated any of the representations, warranties,
guarantees, certifications or affirmations included in the Application or this Agreement,
Applicant shall have materially breached this Agreement and the Agreement shall be invalid and
void except for the enforcement of the provisions required by 34 Tex. Admin. Code §
9.1053(H)(2)(L).

ARTICLE IX
MATERIAL BREACH OR EARLY TERMINATION

Section 9.1. EVENTS CONSTITUTING MATERIAL BREACH OF AGREEMENT.

Applicant shall be in material breach of this Agreement if it commits one or more of the
following acts or omissions:
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A. the Application, any Application Supplement, or any Application Amendment on
which this Agreement is approved is determined to be inaccurate as to an material representation,
information, or fact or is not complete as to any material fact or representation or such
application;

B. Applicant failed to have complete Qualified Investment as required by Section 2.5 of
this Agreement;

C. Applicant failed to create the number of Qualifying Jobs specified in Schedule C of the
Application;

D. Applicant failed to pay the average weekly wage of all jobs in the county in which
District’s administrative office is located for all Non-Qualifying Jobs created by Applicant;

E. Applicant failed to provide payments to District sufficient to protect the future District
revenues through payment of revenue offsets and other mechanisms as more fully described in
Article 1V of this Agreement;

F. Applicant failed to provide payments to the District that protect District from the
payment of extraordinary education related expenses related to the Project, as more fully specified
in Article V of this Agreement;

G. Applicant failed to provide such supplemental payments as more fully specified in
Article VI of this Agreement;

H. Applicant failed to create and Maintain Viable Presence on and/or with the Qualified
Property as more fully specified in Article VIII of this Agreement;

I. Applicant failed to submit the reports required to be submitted by Section 8.2 to the
satisfaction of Comptroller on the dates indicated on the form;

J. Applicant failed to provide the District or Comptroller with all information reasonably
necessary for District or Comptroller determine whether Applicant is in compliance with its
obligations, including, but not limited to, any employment obligations which may arise under this
Agreement;

K. Applicant failed to allow authorized employees of District, Comptroller, the Appraisal
District, and/or the State Auditor’s Office to have access to Applicant’s Qualified Property and/or
business records in order to inspect the Project to determine compliance with the terms hereof or as
necessary to properly appraise the Taxable Value of Applicant’s Qualified Property:

L. Applicant failed to comply with a request by the State Auditor’s office to review and
audit the Applicant’s compliance with the Agreement.

M. Applicant has made any payments to the District or to any other person or persons in
any form for the payment or transfer of money or any other thing of value in recognition of,
anticipation of, or consideration for this Agreement for limitation on appraised value made
pursuant to Chapter 3 13of the TEXAS TAX CODE, in excess of the amounts set forth in Articles 111
and 1V, of this Agreement; or

N. Applicant fails either to:

i. Implement a plan to remedy non-compliance as required by
Comptroller pursuant to 34 TAC Section 9.1059; or

ii. Pay a penalty assessed by Comptroller pursuant to 34 TAC Section
9.1059.

Agreement for Limitation on Appraised Value

Between Hillsbore Independent School District aud KO Southwest, Inc.
TEXAS COMPTROLLER APPLICATION NUMBER 1006

November 10, 2014

Page 19 of 33



Section 9.2. CONSEQUENCES OF EARLY TERMINATION OR OTHER BREACH BY
APPLICANT.

A. In the event that Applicant terminates this Agreement without the consent of District,
except as provided in Section 7.2 of this Agreement, or in the event that Applicant fails to comply
in any material respect with the terms of this Agreement or to meet any material obligation
under this Agreement, after the notice and cure period provided by Section 9.3, then District shall
be entitled to the recapture of all ad valorem tax revenue lost as a result of this Agreement together
with the payment of penalty and interest, as calculated in accordance with Section 9.3.C on that
recaptured ad valorem tax revenue. For purposes of this recapture calculation, Applicant shall be
entitled to a credit for all payments made to District pursuant to Article TV, V, and VI of this
Agreement.

B. Notwithstanding Section 9.2.A, in the event that District determines that Applicant has
failed to Maintain Viable Presence and provides written notice of termination of the Agreement,
then Applicant shall pay to District liquidated damages for such failure within thirty (30) days after
receipt of such termination notice. The sum of liquidated damages due and payable shall be the
sum total of District ad valorem taxes for all of the Tax Years for which a Tax Limitation was
granted pursuant to this Agreement prior to the year in which the default occurs that otherwise
would have been due and payable by Applicant to District without the benefit of this Agreement,
including penalty and interest, as calculated in accordance with Section 7.5. For purposes of this
liquidated damages calculation, Applicant shall be entitled to a credit for all payments made to
District pursuant to Article IV, V, and VI. Upon payment of such liquidated damages, Applicant’s
obligations under this Agreement shall be deemed fully satisfied, and such payment shall
constitute the District’s sole remedy.

C. In determining the amount of penalty or interest, or both, due in the event of a breach of
this Agreement, District shall first determine the base amount of recaptured taxes less all credits
under Section 9.2.A owed for each Tax Year during the Tax Limitation Period. District shall
calculate penalty or interest for each Tax Year during the Tax Limitation Period in accordance
with the methodology set forth in Chapter 33 of the Texas Tax Code, as if the base amount
calculated for such Tax Year less all credits under Section 9.2.A had become due and payable on
February 1 of the calendar year following such Tax Year. Penalties on said amounts shall be
calculated in accordance with the methodology set forth in Section 33.01(a) of the Texas Tax
Code, or its successor statute. Interest on said amounts shall be calculated in accordance with the
methodology set forth in Section 33.01(c) of the Texas Tax Code, or its successor statute.

Section 9.3. LIMITED STATUTORY CURE OF MATERIAL BREACH. In accordance with
the provisions of Section 313.0275 of the Texas Tax Code, for any full tax year which commences
after the Project has become operational, Applicant may cure the Material Breaches of this
Agreement, defined in Sections 9.1.C. or 9.1.D, above, without the termination of the remaining
term of this Agreement. In order to cure its non-compliance with Sections 9.1.C. or 9.1.D for the
particular Tax Year of non-compliance only, Applicant may make the liquidated damages
payment required by Section 313.0275(b) of the Texas Tax Code, in accordance with the
provisions of Section 313.0275(c) of the Texas Tax Code.
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Section 9.3. DETERMINATION OF MATERIAL BREACH AND TERMINATION OF
AGREEMENT.

A. Prior to making a determination that the Applicant has committed a Material Breach of
this Agreement, such as making a misrepresentation in the Application, failing to Maintain
Viable Presence in District as required by Section 8.1 of this Agreement, failing to make any
payment required under this Agreement when due, or has otherwise committed a material breach
of this Agreement, District shall provide Applicant with a written notice of the facts which it
believes have caused the Material Breach of this Agreement, and if cure is possible, the cure
proposed by District. After receipt of the notice, Applicant shall be given ninety (90) days to
present any facts or arguments to the Board of Trustees showing that it is not in Material Breach of
its obligations under the Agreement, or that it has cured or undertaken to cure any such Material
Breach.

B. If the Board of Trustees is not satisfied with such response and/or that such breach has
been cured, then the Board of Trustees shall, after reasonable notice to Applicant, conduct a
hearing called and held for the purpose of determining whether such breach has occurred and, if so,
whether such breach has been cured. At any such hearing, Applicant shall have the opportunity,
together with their counsel, to be heard before the Board of Trustees. At the hearing, the Board of
Trustees shall make findings as to whether or not a Material Breach of this Agreement has
occurred, the date such breach occurred, if any, and whether or not any such breach has been
cured. In the event that the Board of Trustees determines that such a breach has occurred and has
not been cured, it shall also terminate the Agreement and determine the amount of recaptured taxes
under Section 9.2.A and B (net of all credits under Section 9.2.A and B), and the amount of any
penalty and/or interest under Section 9.2.C that are owed to District.

C. After making its determination regarding any alleged Breach, the Board of Trustees
shall cause Applicant to be notified in writing of its determination (a "Determination of Breach
and Notice of Contract Termination.").

Section 9.4. DISPUTE RESOLUTION.

A. After receipt of notice of the Board of Trustee’s Determination of Breach and Notice
of Contract Termination under Section 9.3, Applicant shall have ninety (90) days in which either
to tender payment or evidence of its efforts to cure, or to initiate mediation of the dispute by
written notice to District, in which case the District and the Applicant shall be required to make a
good faith effort to resolve, without resort to litigation and Within ninety (90) days after the
Applicant’s receipt of notice of the Board of Trustee’s determination of breach under Section

9.3, such dispute through mediation with a mutually agreeable mediator and at a mutually
convenient time and place for the mediation. If the Parties are unable to agree on a mediator, a
mediator shall be selected by the senior state district court judge then residing in [/nsert County
Name]County, Texas. The Parties agree to sign a document that provides the mediator and the
mediation will be governed by the provisions of Chapter 154 of the Texas Civil Practice and
Remedies Code and such other rules as the mediator shall prescribe. With respect to such
mediation, (i) District shall bear one-half of such mediator’s fees and expenses and Applicant shall
bear one-half of such mediator’s fees and expenses, and (ii) otherwise each Party shall bear all of
its costs and expenses (including attorneys’ fees) incurred in connection with such mediation.

B. In the event that any mediation is not successful in resolving the dispute or that payment
is not received before the expiration of such ninety (90) days, District shall have the remedies for
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the collection of the amounts determined under Section 7.8 as are set forth in Chapter 33,
Subchapters B and C, of the Texas Tax Code for the collection of delinquent taxes. In the event
that District successfully prosecutes legal proceedings under this section, the Applicant shall also
be responsible for the payment of attorney’s fees and a tax lien on Applicant’s Qualified Property
and Applicant’s Qualified Investment pursuant to Section 33.07 of the Texas Tax Code to the
attorneys representing District pursuarit to Section 6.30 of the Texas Tax Code.

C. In any event where a dispute between District and Applicant under this Agreement
cannot be resolved by the Parties, after completing the procedures required above in this Section,
either District or Applicant may seek a judicial declaration of their respective rights and duties
under this Agreement or otherwise, in any judicial proceeding, assert any rights or defenses, or
seek any remedy in law or in equity, against the other Party with respect to any claim relating to
any breach, default, or nonperformance of any covenant, agreement or undertaking made by a
Party pursuant to this Agreement.

Section 9.5. LIMITATION OF OTHER DAMAGES.

Notwithstanding anything contained in this Agreement to the contrary, in the event of
default or breach of this Agreement by the Applicant, District's damages for such a default shall
under no circumstances exceed the greater of either any amounts calculated under Sections 9,2
above, or the monetary sum of the difference between the payments and credits due and owing to
Applicant at the time of such default and District taxes that would have been lawfully payable to
District had this Agreement not been executed. In addition, District's sole right of equitable relief
under this Agreement shall be its right to terminate this Agreement. The Parties further agree that
the limitation of damages and remedies set forth in this Section 9.5 shall be the sole and exclusive
remedies available to the District, whether at law or under principles of equity.

Section 9.6. BINDING ON SUCCESSORS.

In the event of a merger or consolidation of District with another school district or other
governmental authority, this Agreement shall be binding on the successor school district or other
governmental authority.

ARTICLE X.
MISCELLANEOUS PROVISIONS

Section 10.1. INFORMATION AND NOTICES.

A. Unless otherwise expressly provided in this Agreement, all notices required or permitted
hereunder shall be in writing and deemed sufficiently given for all purposes hereof if (i) delivered
in person, by courier (e.g., by Federal Express) or by registered or certified United States Mail to
the Party to be notified, with receipt obtained, or (ii) sent by facsimile transmission, with “answer
back™ or other “advice of receipt” obtained, in each case to the appropriate address or number as
set forth below. Each notice shall be deemed effective on receipt by the addressee as aforesaid;
provided that, notice received by facsimile transmission after 5:00 p.m. at the location of the
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addressee of such notice shall be deemed received on the first business day following the date of
such electronic receipt.

B. Notices to District shall be addressed to District’s Authorized Representative as follows:

Dr. James Gilcrease, Superintendent
Hillsboro Independent School District
121 East Franklin Street

Hillsboro, TX 76645

C. Notices to Applicant shall be addressed to its Authorized Representative as follows:

Ron Healey

Treasurer

IKO Southwest Inc,

6 Denny Road, Suite 200
Wilmington, DE 19809

or at such other address or to such other facsimile transmission number and to the attention of such
other person as Applicant may designate by written notice to District.

Section 10.2. AMENDMENTS TO AGREEMENT; WAIVERS.

A. This Agreement may not be modified or amended except by an instrument or
instruments in writing signed by all of the Parties and after completing the requirements of
subsection B hereof. Waiver of any term, condition or provision of this Agreement by any Party
shall only be effective if in writing and shall not be construed as a waiver of any subsequent breach
of, or failure to comply with, the same term, condition or provision, or a waiver of any other term,
condition or provision of this Agreement.

B. By official action of the District’s Board of Trustees, this Agreement may only be
amended according to the following:

i, Applicant shall submit to District and Comptroller:

A. a written request to amend the Application and this Agreement which
shall specify the changes Applicant requests;

B. any changes to the information that was provided in the Application that
was approved by District and considered by Comptroller;

C. and any additional information requested by District or Comptroller
necessary to evaluate the amendment or modification; and
ii.  Comptroller shall review the request and any additional information and
provide a revised Comptroller certificate for a limitation within 90 days of
receiving the revised Application and, if the request to amend the Application has
not been approved by Comptroller by the end of the 90 day period, the request is
denied;
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iii. If Comptroller has not denied the request, District’s Board of Trustees shall
approve or disapprove the request before the expiration of 150 days after the
request is filed.
C. Any amendment of the Agreement adding additional or replacement Qualified Property
pursuant to this Section 10.3 of this Agreement shall:
i. require that all property added by amendment be eligible property as defined by
Section 313,024 of the Texas Tax Code;
ii. clearly identify the property, investment, and employment information added by
amendment from the property, investment, and employment information in the
original Agreement; and
iii. define minimum eligibility requirements for the recipient of limited value.
D. This Agreement may not be amended to extend the value limitation time period beyond its
ten year statutory term.

Section 10.4. ASSIGNMENT.

Any assignment of the interests of Applicant in this Agreement is considered an
amendment to the Agreement and Applicant may only assign this Agreement, or a portion of this
Agreement, after complying with the provisions of Section 10.3 regarding amendments to the
Agreement.

Section 10.5. MERGER.

This Agreement contains all of the terms and conditions of the understanding of the Parties
relating to the subject matter hereof. All prior negotiations, discussions, correspondence, and
preliminary understandings between the Parties and others relating hereto are superseded by this
Agreement.

Section 10.6. MAINTENANCE OF COUNTY APPRAISAL DISTRICT RECORDS.

When appraising the Applicant's Qualified Property and the Applicant’s Qualified
Investment subject to a limitation on Appraised Value under this Agreement, the Chief Appraiser
of the Appraisal District shall determine the Market Value thereof and include both such Market
Value and the appropriate value thereof under this Agreement in its appraisal records.

Section 10.7. GOVERNING LAW.

This Agreement and the transactions contemplated hereby shall be governed by and
interpreted in accordance with the laws of the State of Texas without giving effect to principles
thereof relating to conflicts of law or rules that would direct the application of the laws of another
jurisdiction. Venue in any legal proceeding shall be in the County.
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Section 10.8. AUTHORITY TO EXECUTE AGREEMENT.

Each of the Parties represents and warrants that its undersigned representative has been
expressly authorized to execute this Agreement for and on behalf of such Party.

Section 10.9. SEVERABILITY.

If any term, provision or condition of this Agreement, or any application thereof, is held
invalid, illegal or unenforceable in any respect under any Law (as hereinafter defined), this
Agreement shall be reformed to the extent necessary to conform, in each case consistent with the
intention of the Parties, to such Law, and to the extent such term, provision or condition cannot be
so reformed, then such term, provision or condition (or such invalid, illegal or unenforceable
application thereof) shall be deemed deleted from (or prohibited under) this Agreement, as the case
may be, and the validity, legality and enforceability of the remaining terms, provisions and
conditions contained herein (and any other application such term, provision or condition) shall not
in any way be affected or impaired thereby. Upon such determination that any term or other
provision is invalid, illegal or incapable of being enforced, the Parties hereto shall negotiate in
good faith to modify this Agreement in an acceptable manner so as to effect the original intent of
the Parties as closely as possible to the end that the transactions contemplated hereby are fulfilled
to the extent possible. As used in this Section 10.9, the term “Law” shall mean any applicable
statute, law (including common law), ordinance, regulation, rule, ruling, order, writ, injunction,
decree or other official act of or by any federal, state or local government, governmental
department, commission, board, bureau, agency, regulatory authority, instrumentality, or judicial
or administrative body having jurisdiction over the matter or matters in question.

Section 10.10. PAYMENT OF EXPENSES.

Except as otherwise expressly provided in this Agreement, or as covered by the application
fee, each of the Parties shall pay its own costs and expenses relating to this Agreement, including,
but not limited to, its costs and expenses of the negotiations leading up to this Agreement, and of
its performance and compliance with this Agreement.

Section 10.11. INTERPRETATION.

When a reference is made in this Agreement to a Section, Article or Exhibit, such reference
shall be to a Section or Article of, or Exhibit to, this Agreement unless otherwise indicated. The
headings contained in this Agreement are for reference purposes only and shall not affect in any
way the meaning or interpretation of this Agreement. The words “include,” “includes” and
“including” when used in this Agreement shall be deemed in such case to be followed by the
phrase “, but not limited to,”. Words used in this Agreement, regardless of the number or gender
specifically used, shall be deemed and construed to include any other number, singular or plural,
and any other gender, masculine, feminine or neuter, as the context shall require. This Agreement
is the joint product of the Parties and each provision of this Agreement has been subject to the
mutual consultation, negotiation and agreement of each Party and shall not be construed for or

against any Party.
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Section 10.12. EXECUTION OF COUNTERPARTS. This Agreement may be executed in
multiple counterparts, each of which shall be deemed an original, and all of which, taken together,
shall constitute but one and the same instrument, which may be sufficiently evidenced by one
counterpart.

Section 10.13. PUBLICATION OF DOCUMENTS. The Parties acknowledge that District is
required to publish Application and its required schedules, or any amendment thereto; all
economic analyses of the proposed Project submitted to District; and the approved and executed
copy of this Agreement or any amendment thereto, as follows:

A. Within seven (7) days of such document, the school district shall submit a copy to
Comptroller for Publication on Comptroller's Internet website;

B. District shall provide on its website a link to the location of those documents posted on
Comptroller's website;

C. This Section does not require the publication of information that is confidential under
Section 313.028 of the Texas Tax Code.

Section 10.14. CONTROL; OWNERSHIP; LEGAL PROCEEDINGS. Applicant shall
immediately notify District in writing of any actual or anticipated change in the control or
ownership of Applicant and of any legal or administrative investigations or proceedings initiated
against Applicant regardless of the jurisdiction from which such proceedings originate.

Section 10.15. DUTY TO DISCLOSE.

If circumstances change or additional information is obtained regarding any of the representations
and warranties made by Applicant in the Application or this Agreement, or any other disclosure
requirements, subsequent to the date of this Agreement, Applicant’s duty to disclose continues
throughout the term of this Contract.
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IN WITNESS WHEREOF, this Agreement has been executed by the Parties in multiple

originals on this 10th day of November, 2014.

IKO Southwest Inc.

By:
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HILLSBORO INDEPENDENT SCHOOL

DISTRICT s
By: /) /
Dw TEAGYE v
President

Board of Trustees

Attest:

By: ]{M&n -'\%L\-wt;m
KAREN SMITH
Secretary

Board of Trustees




ExHiBIT 1

DESCRIPTION AND LOCATION OF ENTERPRISE OR REINVESTMENT ZONE

Hillsboro Reinvestment Zone Number 17 was created on June 23, 2014, by action of the City
Council of the City of Hillsboro. As a result, all of the following real property within Hill County,
Texas is located within the boundaries of the Hillsbore Reinvestment Zone Number 17. The
surveyed map of the Hillshoro Reinvestment Zone Number 171s attached as the last pages of this

EXxHIBIT 1.
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EXHIBIT 2
DESCRIPTION AND LOCATION OF THE APPLICANT’S QUALIFIED INVESTMENT

All Qualified Property owned or leased by the Applicant and located within the boundaries of
both the Hillsboro Independent School District and the Hillsboro Reinvestment Zone Number 17
will be included in and subject to this Agreement. Specifically, all Qualified Property of the
Applicant located within the land identified in EXHiBIT 1.

The legal description for the 56.15 acres of Land being acquired by Applicant (all of which is
within the Hillsboro Reinvestment Zone Number 17) is as follows:

Tract 1:

LEGAL DESCRIPTION

53.51 Acres

In the

Benjamin Sanders Survey, Abstract No. 8§36
City of Hillsboro, Hill County, Texas

All that certain tract or parcel of land located in the Benjamin Sanders Survey, Abstract No. 836, City of
Hillsboro, Hill County, Texas, and being a part of a called 94.72 acre tract of land (Tract A) conveyed by
Welca Jean Farr and William Ray Allen to Lee Roy Jordan, D/B/A as Lee Roy Jordan Interests, dated
August 27, 1997, and being recorded in Volume 944, Page 192, of the Official Public Records of Hill
County, Texas, and being more particularly described as follows:

BEGINNING at a mag-nail found in Old Highway No. 77 (Hill County Road 4343), called to be in the
northerly line of said Benjamin Sanders Survey and the southerly line of the Ewen Cameron Survey,
Abstract No. 131 and being the northwest corner of a tract of land conveyed to Percy Lee Curtis (First
Tract) by deed recorded in Volume 346, Page 214, of the Deed Records of Hill County, Texas, and being
the northeast corner of said 94.72 acre tract;

THENCE South 30 degrees 54 minutes 07 seconds East (Directional Control Line), along the common
line between said Curtis tract and said 94.72 acre tract, for a distance of 1599.85 feet to a 5/8” steel rebar
found at a corner on the westerly line of Interstate Highway No, 35 (variable width right-of-way), being the
most easterly northeast cormner of said 94.72 acre tract;

THENCE South 03 degrees 57 minutes 41 seconds West, along the westerly line of said Interstate
Highway No. 35, for a distance of 620.22 feet to a brass TXT-DOT monument found at a corner on the
northerly line of the old SF&L Railway (100 foot right-of-way) that is conveyed to the City of Hillsboro by
Quitclaim Deed recorded in Volume 912, Page 359, of the Official Public Records of Hill County, Texas,
and being the southeast corner of said 94.72 acre tract;

THENCE South 79 degrees 25 minutes 53 seconds West, along the common line between said Railway
tract and said 94.72 acre tract, for a distance of 968.58 feet to a 1/2” steel rebar set at a corner. being the
southeast corner of Lot 4, Block 1, of Lee Roy Jordan Industrial Park, an addition to the City of Hillsboro
according to the plat recorded in Slide 197-A, of the Plat Records of Hill County, Texas, and being in the
southerly line of said 94.72 acre tract and from which a 1/2” steel rebar found at the southwest corner of said
94.72 acre tract bears South 79 degrees 25 minutes 53 seconds West at a distance of 1202.75 feet;

THENCE North 28 degrees 55 minutes 01 seconds West, along the easterly line of said Lot 4, for a
distance of 593.98 feet to a 5/8” steel rebar found at a corner, being the northeast corner of said Lot 4;

THENCE South 59 degrees 39 minutes 48 seconds West, along the northerly line of said Lot 4, for a
distance of 97.38 feet to a 5/8" steel rebar found at a corner, being the southeast corner of a tract of land


http:of968.58

described as Easement #1 recorded in Volume 1392, Page 772, of the Official Public Records of Hill
County, Texas, from which a 5/8" steel rebar found at the southeast corner of Lot 3, of said Block 1 bears
South 59 degrees 39 minutes 48 seconds West at a distance of 187.87 feet;

THENCE North 30 degrees 21 minutes 04 seconds West, generally along a fence line and the easterly line
of said of said Easement #1 tract, for distance of 389.67 feet to a 1/2” steel rebar set at a corner on the east
line of said Basement #1 tract;

THENCE North 59 degrees 36 minutes 59 seconds East, for a distance of 217.77 feet to a 1/2” steel rebar
set at a cornet;

THENCE North 30 degrees 18 minutes 31 seconds West, at 750.00 feet passing a 1/2” steel rebar set for
reference on the south line of said Old Highway No. 77, continuing in all for a total distance of 487.70 feet
to a point in said Old Highway No. 77 and the northerly line of the aforementioned 94,72 acre tract;

THENCE North 59 degrees 36 minutes 59 seconds East, along said Old Highway No. 77 and the northerly
line of said 94,72 acre tract, for a distance of 11109.81 feet to the point of beginning, and containing 53.51
acres of land, of which approximately 1.27 acres of land lies within said Old Highway No. 77, as surveyed
by Szurgot & Peede Land Surveyors, LTD., in March and April of 2013 and revised on July 29, 2014.

Bears for this survey are based on Texas State Plain North Central Zone Coordinates.

Donny Peede, Texas RPLS No. 5137
Job No. 030913 DRP
Revised July 29, 2014

Tract 2:
“Lot 4R2, Block 1, Lee Roy Jordan Industrial Addition, an addition to the City of Hillsboro, Hill

County, Texas, according to the re-plat recorded in Slide 319-A of the Plat Records of Hill County,
Texas.”
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EXHIBIT 3
DESCRIPTION AND LOCATION OF QUALIFIED PROPERTY

This Agreement covers all qualified property within Hillsboro ISD necessary for the
commercial operations of the proposed manufacturing facility described in Tab 4.
Qualified property includes, but is not limited to real estate, site preparation, roads and
paving, office, warehouse, and manufacturing buildings, silos, storage facilities, rail spur
and rail car loading and unloading facilities, truck loading and unloading facilities, docks,
scales, pumps piping, tanks heaters, blenders and related production equipment, conveyors
and elevators, control rooms, and shops and all related and necessary facilities and
equipment for the manufacturing of roofing materials; including but not limited to one or
more of the following:
e  Agphalt storage tanks
s Asphalt unloading system from trains
e Asphalt flux storage tanks
e Asphalt coating storage tanks
e Oxidizer tanks
o Knock-out tanks
» Incinerators
e Oxidizer air blowers
e F.C. tanks
e Hot oil heaters
e Steam heat exchangers
e Hot oil expansion tanks
e Primary transformers
e Emergency generators
e Limestone Pulveriser systems
e Filler storage silos
e Granule unloading systems from trains
e Granule unloading elevators
e Granule storage silos
e Dust collectors
e Filler heaters
e Main production equipment:
e Coating preheaters
e Blend elevators
e HL elevators
e Fiesta elevators
e BS elevators



Blend reclaim elevators
Filler mixers

Top Surge tanks
Bottom surge tanks
Unwind stands

DMA accumulators
Coaters

Slating sections

Press sections
Cooling sections
Finish product loopers
Carry over sections
3-tab sections
Laminator sections
Slitter sections

Cut to length sections
Take off sections
Catchers sections

Hi lug sections
Packaging ends
Arpacs

¢ SBS mixing tanks
e SBS storage tanks
e Machine shop equipment

e Parts storage systems

¢ Pallet dispensing systems

e Water storage and purifier systems

e Compressed air systems

o Site mobile equipment including forklifts, front end loaders, rail car shunters, site

maintenance truck(s)

e Mist Eliminators

The facility will also require ancillary personal property. All of the property for
which the Applicant is seeking a limitation on appraised value will be owned by the
Applicant or a valid assignee pursuant to this Agreement,

For Shingle Line

For Laminator/Adhesive Mixing and Storage
For Asphalt Storage Tanks
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